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X-Rite Leadership Team -

(left to right)

Bernard ). Berg, Michael C. Ferrara,
James M. Weaver, Joan Mariani Andrew,
Jeffrey L. Smalinski, Anthony O. Sanders,
and Mary E. Chowning

> Einancial Highlights

(in thousands, except per share data) 2004 2003 2002
Operating Data
Net sales $ 126.2 $ 1171 $ 985
Operating income $ 158 $ 87 $ 64
Net income (loss) $ 124 $ 55 $ (9.9)

Performance Data

Return on sales - 9.8% 4.7% (9.6)%

Return on assets 9.8% 4.9% (8.5)%
At Year End

Assets $ 1343 $ 1197 $ 1029

Liabilities $ 178 $ 18.2 $ 15

Shareholders’ Investment( $ 1165 $ 101.5 $ 913

Working capital $ 44.8 $ 379 $ 426

Per Share Data

Diluted earnings $ 59 $ 27 $ (47)
Cash dividends $ 10 $ 10 $ 10
Book value( $ 556 $ 493 $ 452

(1) In 2003, the Company adopted Statement of Financial Accounting Standards No. 150 (SFAS 150) with respect to
the treatment of the Founders' stock repurchase obligations. For the purpases of consistency, the Book Value and
Shareholders’ Investment amounts above include $34,857 of long-term liabilities in the calculations. Excluding these
amounts, Book Value per share is $3.24 and Shareholders’ Investment is $66,612 in 2003, in 2004, the Company
and remaining Founders terminated the Redemption Agreements. The accounting effects of these agreements on
Long-term Liabilities and Shareholders’ Investment were reversed at that time.
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To our Shareholders, Customers, Suppliers and Employees,

X-Rite Continues to Grow and Invest in the Color Business!

- sinesses performed golidly,
We grew our global revenues 7.8 percent and significantly increased our operatif S

further concentrate our business. We entered a new market space, professional photogtaphy, with a line of
products designed to support photographers in managing the color of their digital images.

Overall, we passed significant milestones towards achieving our goals of continued leadership and long-term,
sustainable growth in the color business. Our shareholders recognized our progress with an increase of over
40 percent in stock price.

2004 Highlights
» Financial

We grew revenue by 7.8 percent to a record $126.2 million - the highest in X-Rite’s history. We have delivered
10 consecutive quarters of year-over-year growth, and posted a record $38.8 million in revenue in the fourth
quarter of 2004. g

We dramatically increased operating profit for our color business to $15.8 million. Since 2002, our operating
profit has increased more than 240 percent.

» Stock Performance

In 2004, X-Rite's stock price rose by 41.4 percent. The Company’s market capitalization increased over $100
million to $335 million. The Standard & Poor’s 500 and Russell 2000 indexes grew by 8.9 percent and 18.3
percent, respectively. Institutional ownership increased by 13.6 percent to 58.9 percent, the highest in our
Company's history, providing the Company with a strong shareholder base.

» International

X-Rite is a strong global Company with 46.9 percent of total sales generated in nearly 90 markets outside of
the United States. International sales grew by 16.5 percent over 2003, led by exceptional growth in Asia. Our
business in Asia grew by 31.6 percent due to robust sales in China and Japan. In China, we have an
established X-Rite Company headquartered in Shanghai, and regional offices in Beijing, Guangzhou, Tianjin
and Hong Kong. For five consecutive years, our sales have outpaced the rapid GDP growth of China by a
factor of three. In 2004, we strengthened our team in Japan to better serve large multi-national OEMs. The
result was double-digit growth in the Industrial and Graphic Arts markets that we serve.

» Intellectual Property

We were awarded three new patents covering instrumentation, software and processes. X-Rite now holds 61
technology patents in the United States and Europe, and has an additional 43 applications in process.
Investing in our intellectual property remains one of the most critical parts of our business strategy.

» Mergers and Acquisitions

We successfully integrated our three 2003 color acquisitions. These acquisitions are accretive and are now
part of our organic growth. In addition, we acquired a software company in Mitan, ltaly, during 2004 that is a
leading influence in the French and Italian plastics markets. We have institutionalized our merger and
acquisition activities around our color business, and have strengthened our ability to successfully complete and
integrate, larger and more complex giobal transactions.




» Customer Partnerships

We médé progress in paﬁﬁéring with customers to provide innovative solutions that help differentiate them
in-their own competitive market places. Here are some examples of what our customers are saying:

4 “X-Rite was very cqlla_bd}ative with our Central Marketing Team at Akzo Nobel . . . This development is
an exéellent,example of a good partnership between both companies.” — Akzo Nobel

» “...X-Rite is an important partner as we continue to promote the value of monitor proofing to the
industry.” — Kodak Polychrome Graphics

» “ ..l hope this Preferred Vendor award will show our gratitude for the job which X-Rite has done over
the period of our partnership.” — ACE Hardware Corporation

» Marketing

X-Rite is building a core competency in marketing. From our innovation
process that identifies many of our new products, to DRUPA, the global
Graphic Arts trade show that is held every four years, we are working with our
customers to define their needs. We are focusing on global brand-building,
and strategic and tactical initiatives in our served markets.

» People and Leadership

We believe that the growth we are building is long-term and sustainable. A key
element is the development of a different kind of X-Rite leader. This new
generation of X-Rite growth leaders is based upon people having market
depth, customer touch and technology understanding. During this past year,
we strengthened our talent in virtually every area of the Company - category
leadership, engineering hardware and software, marketing, finance, human
resources and global sales.

» Manufacturing Quality

Vertical integration differentiates us from our competitors - not only do we have the iowest manufacturing
costs, but we simultaneously provide our customers with the best long-term product life cycle costs and
safeguard their investment in terms of ongoing measurement accuracy. Quality consistency drives our
manufacturing processes and programs; and we are recognized for them, year after year, with our
1IS09001 and 1ISO17025 certifications.

» Other Initiatives

» Labsphere, our lighting and laboratory subsidiary, improved its operating income under new
leadership. We are focused on growth in three strategic categories: Light Metroiogy, Spectroscopy
and Coatings. Our strategic customer partnerships with PerkinEimer and Varian are sound and
growing. '

» ShadeVision® represents the gold standard for electronic shade-taking for dentists and laboratories.
In 2004, ShadeVision received its third award from the REALITY Publishing Company, a third-party
product evaluation board for the dental market. We are entering our second year of a three-year
contract with Sullivan-Schein Dental, part of the four billion dollar Henry Schein Company, to market
and sell our ShadeVision line.

» Facilities - We continue to strategically analyze facility requirements to accommodate our future
growth.
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Governance

Corporate governance is a priority and we are committed to meeting the highest standards. We
successfully navigated our first Sarbanes Oxley Section 404 internal controls review and certification. The
X-Rite Board of Directors continues its commitment to the highest standards of legal and ethical behavior.

X-Rite Growth Strategies

We completed our first full year refocused on the growth of our color portfolio. We are seeing results! The
best growth strategies take companies to places where only a few can follow. The long-term growth
strategies for X-Rite revolve around Technical Leadership, Customer Focus, Globalization and Growth
Platforms.

»

Technical Leadership

Technology and innovation are at the heart of our initiatives. Our revenue as a percent of sales
from new products introduced during the last five years has increased from 22.4 percent in 2001
to 36.7 percent in 2004. We will continue to invest 12 percent to 14 percent of our revenue in
research and development, and engineering. We understand that for our solutions to be
successful in the markets that we serve, we must have in-depth knowledge of our customer’s
needs; and in many cases, the needs of our customer’s customer. To channel that information
into actionable programs and activities, our process involves ail key stakeholders - customers,
marketing, engineering, procurement, manufacturing, sales, distribution partners,.service and
maintenance - in our cross-functional product development process moving from design
conception through serial production. Anchored by primary market research, X-Rite is
transitioning from a color instrumentation focus to a broader “solutions” focus in a meaningful and
differentiated way.

By deploying the process in 2004, new innovative products like the Benjamin Moore Pocket

‘Palette®, the Pulse Color Elite System, and the DTP70, the industry’s highest-speed profiling

solution, were launched into the market to rave reviews. These products are faster and simpler to
use than those of our competition.

Our Advanced Technology Group is focused on the core technologies that will power “new-to-the-
world” solutions for years to come. By approaching market opportunities both from “technology
out” and “customer in” approaches, X-Rite is poised not just to invent, but to truly innovate.

Customer Focus

We will continue to seek and support strategic partnerships with customers that are leaders in
Graphic Arts, Retail Home Décor and Industrial markets throughout the world.

Customer-driven solutions will be launched serving our key markets in 2005 and beyond, making
color management and creation easier, more affordable, and more transparent than ever. By
working with our customers and their end-users collaboratively, we are developing solutions that
do a better job of managing their color, and we are contributing significantly to their market
differentiation and financial success. As a result, we are seeing that many of our customers have
come to view us as partners rather than suppliers.. This change makes for solid, long-term
business relationships that benefit both X-Rite and our customers.

Globalization

Globalization is an X-Rite core competency. We have sold products outside of the United States
for more than 40 years. We succeed because we recognize one central fact - globat growth
requires more than simply shipping products to foreign countries; we commit to developing broad
capabilities and deep relationships in the geographic markets that we serve.

For example, we have been operating in China for 12 years and have buiit an infrastructure of
offices and service centers. We have enjoyed more than a decade of growth in China due to our
local presence and customer support, our reputation for quality and reliability, and the strength of




our brand. We are the market share leader in China, the world’s most sought-after emerging
market. '

» Growth Platforms

A significant X-Rite strength is our ability to
conceptualize the future; to identify
“unstoppable” trends and develop new ways to
grow. The Benjamin Moore Pocket Palette™
provides color matching search capabilities to
architects, interior designers, paint specifiers and
painting contractors. These customers can
remotely capture any color, and our palette
search software finds the closest Benjamin Moore fan deck color. its LED platform has wide-
spread application in the world of color management. This solution is a “first” in the Home Décor
market segment and a “first” in technology - a low-cost, all-digital, all solid-state micro-colorimeter.

i continue to be energized by our customers and the commitment of our employees. Specific to 2005, | have
set the following priorities.

» Improve our speed to market with new engineering leadership, enhanced skills and improved processes.
» Focus on faster growing market segments and leverage new product revenue through all global channels.

» Strengthen our portfolio with acquisitions of technologies, products or distribution that strategically fit our
color growth strategies, and which we can integrate flawlessly.

» Investin research and development, engineering, and new markets and technologies to provide strategic
cost advantages versus our competitors, while managing our expense structure with discipline.

» Further accelerate our growth in Asia by continuing to invest in people, technology and products.

X-Rite is in the “right place at the right time.” The growth of color
critical applications is evidenced by the increased attention given to
them in business and consumer publications. We are just beginning.
Our competitive advantages of product innovation, lean manufacturing
and global infrastructure require excellence in execution. Our central
themes of customer centric behavior and accountability will result in
sustainable growth and share gain. There will be “speed-bumps”
along the way. Clearly, however, we have made the right choices as
we begin the “second season” in the color business ~ building a
Company with long-term leadership and growth.

We thank all X-Rite stakeholders for the opportunity - the shareholders, Board of Directors, employees,
customers and suppliers. We are achieving solid financial resuits. We are committed to increasing
shareholder vaiue, leading our industry and building a truly great Company!

Sincerely,

7""6"““" |

Michael C. Ferrara
Chief Executive Officer




Management's Report on Financial Statements
To the Shareholders of X-Rite, Incorporated:

The financial statements included in this report have been prepared by and are the responsibility of management. We
utilized accounting principles which in our judgment are the most appropriate for the Company’s circumstances and are in
conformity with those that are generally accepted in the United States. In preparing this information, we included amounts
that are based on our best estimates and judgments.

Management is responsible for establishing and maintaining a dynamic system of internal controls that balances benefits
and costs. The objectives of the system are to give reasonable assurance of the integrity and reliability of the financial
records and to safeguard Company assets. We believe our system of internal controls effectively meets its objectives.

The Company’s independent auditors are engaged to provide an objective, independent audit of the Company’s financial
statements. The independent auditors conduct a review of internal controls to the extent required by generally accepted
auditing standards, and perform tests and procedures they deem necessary to arrive at an opinion on the fairness of the
financial statements. ) »

The Audit Committee of the Board, composed of independent directors, meets regularly with management and the
independent auditors to review and discuss audit findings and other financial and accounting matters.

Michael C. Ferrara Mary E. Chowning
Chief Executive Officer - Chief Financial Officer




Selected Financial Data, 2004 - 1994

(in thousands, except share and per share items) .

Operations

Net sales

Cost of sales

Gross profit

Operating expenses

Operating income

Other income (expense)
Write-down of other investments

Income (loss) before income taxes :

income taxes
Change in accounting principle
Net income (loss)

Performance Data
Return on sales
Return on average assets

Per Share Data
Earnings (loss) - basic
Earnings (loss) - diluted
Cash dividends

Book value

Other Data (at Year-End)
Outstanding shares

Total assets

Working capital
Shareholders’ investment()
Capital additions (net)
Depreciation and amortization

20,563
$119,683
37,899
101,469
3,358
6,017

$ 117,144 98,468 $91,658 $103,449
42,410 36,899 34,587 36,943
74,734 61,569 57,071 66,506
66,005 55,138 54,972 48,433
8,729 6,431 2,099 18,073
(788) 33 959 1,090
(3,662) (7,237) (1,125) -
4,279 (773) 1,933 19,163
(1,202) 1,021 - 6,755
- (7,615) - -

$ 5,481 (9,409) $1,933 $ 12,408
4.7% (9.6%) 2.1% 11.9%
4.9% (8.5%) 1.6% 10.6%
$ .27 (.47) .09 $ 59
27 (.47) .09 58

10 10 10 10
4.93 4.52 5.25 5.30

20,224

$102,884

42,598
91,348
2,230°
5,575

21,301 21,337
$118,952 $125,683
52,131 61,712
111,729 113,138
4,972 4,140
6,168 5717




1999 1998 1997 1996 1995 1994

$100,209 $ 94,811 $ 96,991 $84,394 $72,634 $59,475

34,218 32,579 32,933 29,973 25,096 18,000
65,991 62,232 64,058 54,421 47,538 41,475
45,738 51,965 . 37,013 31,636 32,969 23,677
20,253 = | 10,267 27,045 22,786 14,569 17,798
827 425 267 447 111 580
21,080 10,692 27,312 23,233 14,680 18,388
7,431 3,830 9,290 7,852 4,809 5,742

$ 13,649 $6,862 $18,022 $ 15,381 $9,871 $12,646
13.6% 7.2% 18.6% . 18.2% 13.6% 21.3%
13.4% 7.3% 21.0% 21.6% 16.7% 26.2%

$ 65 $ .33 $ 85 $ 73 $ 47 $ .60
.62 .32 .85 73 47 .60

10 10 10 10 A0 .08

475 4.26 4.07 3.46 2.82 244
21,241 21,178 21,149 - 21,065 21,019 20,993
$107,819 $ 95,444 $ 92,468 $78,951 $63,507 $54,558
60,896 53,414 46,523 42,070 28,257 36,573
100,822 90,119 86,080 72,962 59,270 51,132
4,343 4,176 4,288 3,122 3,413 4,173
5,862 5,836 5,488 4,265 3,430 1,473

(1) In 2003, the Company adopted Statement of Financial Accounting Standards No. 150 (SFAS 150} with respect to
the treatment of the Founders’ stock repurchase obligations. For the purposes of consistency, the Book Value and
Sharehoiders’ Investment amounts above include $34,857 of long-term liabilities in the calculations. Excluding these
amounts, Book Value per share is $3.24 and Shareholders’ Investment is $66,612 in 2003. In 2004, the Company
and remaining Founders terminated the Redemption Agreements. The accounting effects of these agreements on
Long-term Liabilities and Shareholders’ Investment were reversed at that time.
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U.S. SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES ACT OF 1934
FOR THE FISCAL YEAR ENDED JANUARY 1, 2005

Commission file number 0-14800

X-RITE, INCORPORATED
(Name of registrant as specified in charter)

Michigan 38-1737300
(State of Incorporation) (1.R.S. Employer Identification No.)

3100 44th Street S.W., Grandville, Michigan 49418
{Address of principal executive offices)

- 616-534-7663
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act: (none)
Securities registered pursuant to Section 12(g) of the Act:
Common Stock, $.10 per share
(Title of Class)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes [X] Nof ]

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter)
is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or information
statements incorporated by reference in Part Il of this Form 10-K or any amendment to this Form 10-K. [X]

Indicate by checkmark whether the Registrant is an accelerated filer (as defined in Rule 12b-2 of the Act). Yes X No__

On March 1, 2005, the number of shares of the registrant's common stock, par value $.10 per share outstanding was
21,038,769.

The aggregate market value of the common stock held by non-affiliates of the registrant (i.e., excluding shares held by
executive officers, directors and control persons as defined in Rule 405, 17 CFR 230.405) as of the last business day of
the second quarter of the Company'’s fiscal year was $293,217,267 computed at the closing price on that date.

Portions of the Company's Proxy Statement for the 2005 Annual Meeting of Shareholders are incorporated by reference
into Part Ilf. Exhibit Index is located at Page 54.




FORM 10-K
X-Rite, Incorporated
For The Year-Ended January 1, 2005

Table of Contents

Part Topic Page
Part |
ltem 1 Business 3
ltem 2 Properties 7
ltem 3 Legal Proceedings 7
ltem 4 Submission of Matters to a Vote of Security Holders 7
Executive Officers of the Registrant 8
ltem 5 Market for Registr?nt's Cornmon Stock, Related Stockholder Matters and Issuer 9
Purchases of Equity Securities
item 6 Selected Financial Data 9
ltem 7 Manag_ement's Discussion and Analysis of Financial Condition and Results of 10
Operations
ltem 7A Quantitative and Qualitative Disclosures about Market Risk 25
tem 8 Financial Statements and Supplementary Data 26
ltem 9 ghanges and Disagreements with Accountants on Accounting and Financial 49
isclosures .
ltem 9A Controls and Procedures 49
ltem 9B Other Information o 49
Part Il
tem 10 Directors and Executive Officers of the Registrant 50
Item 11 Executive Compensation 50
ltem 12 Security Ownership of Certain Beneficial Owners and Management 50
ltem 13 Certain Relationships and Related Transactions 50
Part IV ‘
ltem 14 Principal Accountants Fees and Services 51
ltem 15 Exhibits, Financial Statement and. Schedules 51
Signatures ' 52
Exhibit Index 54

Our internet website is www.xrite.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K and amendments to those reports filed or furnished pursuant to section 13(a) or 15(d) of the Exchange Act
are available free of charge through our website as soon as reasonably practicable after we electronically file with or
furnish them to the Securities and Exchange Commission.




PART i

ITEM 1. BUSINESS

X-Rite, Incorporated (“X-Rite” the “Company” “we” or “us”) is a color systems company that develops, manufactures,
markets and supports a wide range of hardware, software and services that measures, communicates, and simulates
color. Our principal products are proprietary, end-to-end solutions that utilize advanced optical and electronic sensing
instruments and complimentary software. The markets served include Graphic Arts, Retail, and Industrial. A more
detaiied discussion of X-Rite products and markets appears below.

X-Rite was organized in 1958 as a Michigan corporation and made its initial public offering of common stock in April of
1986. We have grown through internal expansion and acquisitions, investing heavily over the past two years in our core
color businesses. '

¢  Product Innovation
We introduced 7 new products and 10 major product upgrades and devoted substantial resources to research,
development, and engineering in 2004. We currently spend over 12 percent of our revenues annually on
engineering, research, and development. Our focus continues to center on color management solutions that
incorporate software, hardware, and services.

¢ International Operation
With offices in ten countries, service centers across Europe, Asia, and the Americas, X-Rite continues to improve its
ability to conduct business with customers around the world. In 2004, international sales represented 47 percent of
total revenue. The Company began to accelerate its global presence in 1993 with the establishment of two foreign
sales and service subsidiaries; X-Rite GmbH, Cologne, Germany and X-Rite Asia-Pacific Limited, Hong Kong. In
1994, we established a U.K. subsidiary, X-Rite, Ltd., which acquired the outstanding stock of an X-Rite dealer located
near Manchester, England. in 1998, a French subsidiary, X-Rite Méditerranée SARL, was established by acquiring a
branch of an X-Rite dealer located near Paris. 2002 marked the opening of X-Rite, (Shanghai) International Trading
Co. Ltd., a sales and service center incorporated in The Peoples Republic of China. This subsidiary coordinates
activity with previously opened representative offices in Beijing, Tianjin and Guangzhou strengthening our ability to
serve China’s growing markets. In 2003, we affirmed our commitment to Japan and the many multi-national
headquartered companies that reside there by expanding our sales office and creating a new company, X-Rite, K.K.

¢ Recent Acquisitions
We completed four acquisitions in 2003 and 2004, (see Note 9 to the Consolidated Financial Statements).

Monaco Systems, Inc.- a company that develops and distributes color management software in the graphic arts and
photo markets. Monaco's products provide the Company with color management software solutions, broadening its
ability to serve new and existing customers.

ccDot meter product line of Centurfax Ltd.- expanding its computer-to-plate product lines for the pre-press and
printing industries to include the printing of flexible plastics and corrugated products.

ColoRx ® product line and related assets of Thermo. Electron Corporétion - a former supplier of color measurement
equipment to a large paint manufacturer and distributor, enabling X-Rite to enter into a five-year agreement with
Benjamin Moore & Co. to be the preferred provider of color management solutions to its authorized dealers.

Moniga Gremmo ~ an industrial and ink formulation software company, based in Milan, Italy. This product acquisition
extends X-Rite’s color quality control software capabilities with specific features commonly used in industrial markets
such as inks, paints, plastics, textiles, cosmetics, and foods.

We operate in one segment: quality control instruments and accessories. Accordingly, no separate operating segment
information is presented.

Our primary market focus is in the color management and measurement area. We provide end-to-end solutions that
combine hardware, software, and services to customers in three major markets.




MAJOR MARKETS

Graphic Arts
The Graphic Arts business represented approximately 44 percent of X-Rite's total net sales in 2004, and consists of two

major markets: Digital Imaging and Printing.

X-Rite's Digital Imaging markets consist of on-demand print-for-pay, photo processing, photography, graphic design,
pre-press service bureaus and a myriad of calibration tools for image setters, raster image processors and digital printers.
Our product solutions work to create value at key stages of the graphic arts workflow by reducing waste and increasing
productivity.

The primary Printing markets that we serve are in commercial printing and package printing. X-Rite's color-calibrated
instruments, digital palettes, and output measurement devices support color communication for the entire printing and
preprinting process eliminating costly mistakes. Our handheld products are straightforward, self-contained solutions that
keep color on-target in the pre-press process, ink lab and the pressroom. X-Rite’s automated scanning systems support
the need for faster and more frequent color data collection.

Retail

X-Rite’s Retail business serves two major markets: paint matching and home décor. This business is conducted under
the name of Match Rite and represented approximately 17 percent of our total net sales in 2004. X-Rite is the leading
supplier of retail paint matching systems for home centers, mass merchants, hardware stores and paint retailers in North
America, and it has established a strong presence in Europe and other regions of the world. X-Rite's Retail customers
rely on its strength in color measurement instrumentation, database creation and management, custom software
development, and large scale account servicing. These solution-based products reduce paint inventory for the retailer and
provide a user-friendly environment promoting sophisticated shade matching capabilities for the consumer. We are
leveraging our retail-based expertise to broaden this market and develop other shade matching applications for our retail
customer base.

Industrial

Our Industrial business represented approximately 26 percent of total net sales in 2004, and is concentrated in the
automotive and process control markets. We design, develop, and manufacture reliable and accurate precision
instrumentation for global manufacturers fulfilling a need to measure color for formulation, quality, and process control for
paint, plastics and textiles. Accurate color reproduction offers businesses a competitive advantage, and is an important
factor when products are assembled from parts made around the world. X-Rite industrial product solutions are designed
to reduce waste, increase production uptime, improve process management, and enable global color communication.

Other

Light measurement —- X-Rite is one of the most experienced suppliers of light measurement technology in the world,
producing best-in-class light measurement systems and accessories, uniform light sources, diffuse reflectance materials,
and reflectance standards. Our Labsphere subsidiary specializes in the design and manufacture of integrating spheres
and systems, and instruments for a variety of electro-optical test and measurement applications, including: lamp flux
measurement, LED measurement, reflectance and transmittance measurement, and radiance and irradiance
applications. This extensive product line features more than 100 systems and accessories that serve many industries,
including telecommunications, automotive, and military/aerospace

Medical and Dental — X-Rite serves the medical x-ray market’s imaging needs and provides instrumentation designed for
use in controlling variables in the processing of x-ray film. Additionally, we manufacture restorative tooth shade matching
instruments and complementary software packages that are designed for use in cosmetic dental practices. Our
ShadeVision® System is a significant technological advance that improves patient care by replacing the subjective
selection of tooth color with an accurate measurement. This product line is sold and marketed exclusively through our
partner, Sullivan-Schein Dental, part of the Henry Schein Company.




PRODUCTS

X-Rite's color measurement solutions are comprised of hardware, software, and services. Here is a brief overview of the
primary components that make up our product lines.

Instrumentation

o Colorimeters measure light much like the human eye USing red, green and blue receptors and are utilized to
measure printed colors on packages, labels, textiles and other materials where a product's appearance is critical for
buyer acceptance.

» Spectrophotometers are related to colorimeters; however, they measure light.at many points over the entire visible
spectrum. Spectrophotometers are used in color formulation for materials such as plastics, paints, inks, ceramics
and metals. The Company’s multi-angle spectrophotometer, which is used to measure the color of metallic finishes,
is useful for controlling the color consistency of automotive paints and other metallic and pearlescent coatings. In
addition, the Company produces a spherical spectrophotometer, which measures the color of textured surfaces and
is used in the textile, paint and plastics industries.

¢ Densitometers are instruments that measure optical or photographic density, compare such measurement to a
reference standard, and signal the result to the operator of the instrument. Some models are designed for use in
controlling variables in the processing of x-ray film in medical and non-destructive testing applications. Other models
are designed to be used to control process variables in the production of photo-transparencies, such as photographic
film and microfilm, or measure the amount of light that is reflected from a surface, such as ink on paper.

e Spectrodensitometers combine the function of a densitometer with the functions of a colorimeter and a
spectrophotometer to provide measurements for monitoring color reproduction used for controlling the color of printed
inks in graphic arts applications.

e Sensitometers are used to expose various types of photographic film in a very precise manner for comparison to a
reference standard. The exposed film is processed and then “read" with a densitometer to determine the extent of
variation from the standard.

Software

The Company provides software that interacts with its color measurement instruments and other process equipment.
These software packages allow the user to collect and store color measurement data, compare that data to established
standards, and communicate color results and formulate colors from a database.

OTHER INFORMATION

Manufacturing, Sourcing and Service

We manufacture the majority of our products at the manufacturing facility in Grandville, Michigan. We generally have
muiltiple sources for raw materials, supplies and components, and are generally able to acquire materials on a volume
discount basis. We provide product repairs and service at ten locations throughout the world.

Competition

The color management and measurement business is intensely competitive and subject to technological change, evolving
customer requirements, and changing business models. We face significant competition in all areas of our current
business activities. The rapid pace of technological change continually creates new opportunities for existing competitors
and start-ups and can quickly render existing technologies less valuable. Customer requirements and preferences
continually change as other technologies emerge or become less expensive. We face direct competition with
approximately 12 firms producing competing products in the graphic arts category, and approximately six manufacturers
of competing products in the retail and industrial markets some of whom have significant resources and sales. The
primary basis of competition for all the Company's products is technology, design, service, and price. Our competitive
position may be adversely affected in the future by one or more of the factors described in this section.




Employees
As of March 1, 2005, the Company employed 643 people on a full time basis, of which 509 are in the United States. We

believe we have been successful in attracting and retaining highly qualified employees, but we cannot guarantee that we
will continue to be successful in the future. We believe we have good relationships with. our employees.

Patents C

X-Rite owns 63 patents and currently has 43 patent applications on file. While the Company follows a policy of obtaining
patent protection for its products where appropriate, it does not believe that the loss of any existing patent, or failure to
obtain any new patents, would have a material adverse impact on its current operations. We expect to protect our
products and technology by asserting our intellectual property rights where appropriate and prudent.

Distribution Networks : : B »

X-Rite’s products are sold by its own sales personnel and through independent manufacturer's representatives. Certain
products not sold directly to end-users are distributed through a network of independent dealers in eighty countries.
Independent dealers are managed and serviced by the Company’s sales staff and by independent sales representatives.

Seasonality

The Company's business is generally not subject to seasonal variations that significantly impact sales, production, or net
income. ’ '

Working Capital Practices
The Company does not believe that it or the industry in general, has any special practices or special conditions affecting

working capital items that are significant for an understanding of the Company’s business.

Significant Customers ‘
No single customer accounted for more than 10 percent of total net sales in 2004, 2003, or 2002. We do not believe that

the loss of any single customer would have a material adverse effect on the Company.

Backlog
The Company's backlog of scheduled but unshipped orders was $4.6 million at February 28, 2005, and $5.3 million at

February 29, 2004. This backlog is expected to be filled during the current fiscal year.

Research, Development and Engineering
During 2004, 2003, and 2002, respectively, the Company expensed $15.2, $14.6, and $12.4 million on research,

development, and engineering. X-Rite has no customer sponsored research and development activities.

See Note 1 to the consolidated financial statements contained in Part 1], ltem 8 of this report for a discussion of our
domestic and international sales.




ITEM 2. PROPERTIES

The Company and its subsidiaries own or lease properties throughout the world. Listed below are the principal properties
owned or leased as of March 1, 2005: .

Location Principal Uses Owned/Leased
Grandville, Ml Manufacturing, R,D&E, sales, customer service, Owned
warehouse and administration.
Grandvilie, Ml Sales and training. Leased
North Sutton, NH Manufacturing, R,D&E, sales, customer service, Owned
warehouse and administration.
Poynton, England Sales, customer service and administration. Leased
Cologne, Germany Sales, customer service and administration Leased
Berlin, Germany Manufacturing, R,D&E, sales, customer service, Leased
warehouse and administration.
Singapore Sales and administration. Leased
Quarry Bay, Hong Kong | Sales, customer service and administration. Leased
Brno, Czech Republic Sales and customer service. Leased
Massy, France Sales, customer service and administration. Leased
Tokyo, Japan Sales, customer service and administration. Leased
Beijing , China Sales and customer service. Leased
Tianjin, China Sales and customer service. Leased
Guangzhou, China Sales and customer service. Leased
Shanghai, China Sales, customer service and administration. Leased
Origgio, Italy Sales and customer service. Leased
Tewksbury, MA RD&E, sales, customer service and administration. Leased
Barcelona, Spain Sales and customer service. Leased

Collectively, X-Rite and its subsidiaries own approximately 288,000 square feet of space and iease approximately 65,000
square feet. Management considers all the Company's properties and equipment to be suitable and adequate for its
current and reasonably anticipated development, production, distribution, and selling requirements.

ITEM 3. LEGAL PROCEEDINGS

The Company is periodically involved in other legal proceedings, legal actions, and claims arising in the normal course of
business, including proceedings related to product, labor and other matters. Such matters are subject to many
uncertainties, and outcomes are not predictable. The Company records amounts for losses that are deemed probabie
and subject to reasonable estimate. We do not believe that the ultimate resolution of any of these matters will have a
material adverse effect on its financial statements.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter of the year ended January 1, 2005.




EXECUTIVE OFFICERS OF THE REGISTRANT

The following table lists the names, ages and positions of alf of the Company'’s executive officers. Except as discussed,
each of the named officers has served the Company in an executive capacity for more than five years.

Position
Name Age Position Held Since
Michael C. Ferrara 62 President, Chief Executive Officer 2001 M
Bernard J. Berg 61 Senior Vice President, Engineering 1983
Mary E. Chowning 43 Vice President, Chief Financial Officer 2003 @
Jeffrey L. Smolinski 43 Vice President, Operations 1994
Joan Mariani Andrew 46 Vice President, Global Sales. 1995
James M. Weaver 40 Vice President, Marketing & Product 2001 &)
Development

¢y Prior to joining X-Rite, Mr. Ferrara served as the Chief Executive Officer of Marine Optical Group, a worldwide design
and marketing company in the eyewear business, and he held that position for more than five years.

Mr. Ferrara was appointed President of X-Rite, Incorporated in 2001, and Chief Executive Officer in 2003.

2y Prior to joining X-Rite, Ms. Chowning was a Managing Member and Chief Financial Officer for Wind River
Management LLC, and served in that position for four years.

(3 Prior to joining X-Rite, Mr. Weaver served as the Director of Marketing for Details, a division of Steelcase, a
manufacturer of office furniture located in Grand Rapids, Michigan, and he served in that position for four years.




PART I

ITEM 5. MARKET FOR REGISTRANT'S COMMON STOCK, RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

The Company's common stock is quoted in the NASDAQ - National Market System under the symbol XRIT. As of March
1, 2005, there were approximately 1,300 shareholders of record. Ranges of high and low sales prices reported by The
NASDAQ National Market System for the past two fiscal years appear in the following table.

Dividends
High Low Per Share
Year Ended January 1, 2005:
First Quarter $15.35 $11.18 $.025
Second Quarter 16.98 11.70 .025
Third Quarter 15.35 11.18 .025
Fourth Quarter 16.73 13.07 .025
Year Ended January 3, 2004:
First Quarter $9.52 $6.60 $.025
Second Quarter 11.56 8.25 .025
Third Quarter 12.48 9.73 .025
Fourth Quarter 11.80 10.19 .025

The Board of Directors intends to continue paying dividends at the current quarterly rate of 2.5 cents per share. The
Board of Directors re-evaluates the Company’s dividend policy periodically. Any determination relating to the Company’s
dividend policy will be at the discretion of the Board of Directors and will be dependent upon a number of factors including
the Company’s financial condition, results of operations, capital requirements, terms of the Company’s financing
arrangements and such other factors as the Board of Directors deems relevant.

ITEM 6. SELECTED FINANCIAL DATA
Selected financial data for the five years ended January 1, 2005 is summarized as follows:

(000’s except per share data)

2004 2003 2002 2001 2000

Net sales $126,241 $ 117,144 $ 98,468 $91,658 $103,449
Operating income 15,818 8,729 6,431 2,099 18,073
Net income (loss) 12,424 5,481 (9,409) 1,933 12,408
Earnings (ioss) per
share:

Basic .60 27 (.47) .09 .59

Diluted .59 27 (.47) .09 .58
Dividends per share .10 10 .10 .10 10
Total assets $134,293 $119,683 $102,884 $118,952 $125,683
Long-term debt - - - - -




ITEM 7. MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

FORWARD-LOOKING STATEMENTS:

This discussion and analysis of financial condition and results of operations, as well as other sections of the Company’s
Form 10-K, contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act, as amended, that are based on management’s beliefs,
assumptions, current expectations, estimates and projections about the industries it serves, the economy, and about the
Company itself. Words such as "anticipates,” "believes," "estimates,” "expects," "likely," "plans," "projects,” "should,"
variations of such words and similar expressions are intended to identify such forward looking statements. These
statements are not guarantees of future performance and involve certain risks, uncertainties, and assumptions that are
difficult to predict with regard to timing, extent, likelihood, and degree of occurrence. Therefore, actual results and
outcomes may materially differ from what may be expressed or forecasted in such forward-looking statements.
Furthermore, X-Rite, Incorporated undertakes no obligation to update, amend or clarify forward-looking statements,
whether as a result of new information, future events or otherwise. Forward-looking statements include, but are not
limited to statements concerning liquidity, capital resources needs, tax rates dividends, and potential new markets.

The following discussion and analysis describes the principal factors affecting the results of operations, liquidity, and
capital resources, as well as the critical accounting policies, of X-Rite, Incorporated (also referred to as “we” “us” “X-Rite”
and “the Company”). This discussion should be read in conjunction with the accompanying audited financial statements,
which include additional information about the Company’s significant accounting policies and practices and the
transactions that underlie its financial results.

Company Business

We are a color systems company that develops, manufactures, markets and supports a wide range of hardware, software
and services that measures, communicates, and simulates color. Our principal products.are proprietary, end-to-end
solutions that utilize advanced optical and electronic sensing instruments and complementary software. The key markets
served include Graphic Arts, Retail, and Industrial.

We generate revenue by selling products and services through a direct sales force as well as select distributors, The
Company has sales and service facilities located in the United States, Europe, Asia, and Latin America.

Our cost of sales consists primarily of the costs associated with manufacturing its products. Those costs consist of
materials, labor and manufacturing overhead. X-Rite's primary manufacturing activities are conducted at facilities in
Michigan and New Hampshire. Software development is conducted at these facilities, as well as one in Massachusetts.
X-Rite's gross profit historically has fluctuated within a relatively narrow range. Principal drivers of gross profit include
production volumes, product mix, labor, facilities and materials costs.

Operating expenses are composed of three categories; selling and marketing, general and administrative expenses and
research, development and engineering. Selling and marketing expenses consist of wages, commissions, facility costs,
travel, advertising, media and product promotion costs. General and administrative expenses include compensation and
facilities costs for the information systems, executive, human resources and finance departments, as well as software,
legal and consulting costs. Research, development and engineering expenses are composed of wages, facilities,
software and consulting costs. These costs are incurred for both new product development, and the support and
refinement of the existing product lines.

i
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Overview of 2004

In 2004, we delivered revenue, operating income and net income improvement over our 2003 results. Highlights of 2004
include:
» We achieved a record annual revenue level of $126.2 million, a 7.8 percent increase over 2003 levels. Our core
color business grew by 10.1 percent versus 2003.
s  Our operating income for fiscal 2004 grew to $15.8 million, an increase of over 24 percent from 2003 levels,
excluding two non-recurring items. Our 2003 operating income included charges for goodwill impairment of
Coherix subsidiary of $2.6 million and severance costs for our former CEO and CFO of $1.4 million. Our
operating income in 2003 excluding these items was $12.7 million.
» We terminated our Founders’ Stock Repurchase agreements and reversed $9.0 million of charges related to
these agreements during the fourth quartet of this year.
e We launched 7 new to market products and 10 major product upgrades during the year and increased our
percentage of revenues from products five years old or less to 36.7 percent of total sales.

Throughout 2004, we took a number of specific steps to build our color business and strengthen our Company.
Specifically: '

e We updated our long-term strategic plan and validated a $1 billion served market for our color business. We
have narrowed our focus on twelve vertical markets within our three business areas to drive growth and
profitability. These vertical markets include:

o Graphic Arts

On-Demand / Print for Pay

Photo processing

Photography

Graphic design

Pre-press service bureaus

Commercial and package printing

o Retail
» Paint matching
* Home décor
o - Industrial
*  Automotive interiors
=  Automotive exteriors
= Automotive refinishing
*  Non-automotive markets

»  We successfully completed one acquisition in our core color business, Moniga Gremmo, and fully integrated the
3 acquisitions we executed in 2003.

s  We continue to heavily invest in engineering, research and development. These investments drive our new
products and organic revenue growth. We expect our spending in this area to remain in the 12 to 14 percent
range. .

¢ We invested in technology that will help to reduce our costs to serve our customers and better manage our back
office operations.

¢ Drupa, a major graphic arts trade show held every four years in Diisseldorf, Germany occurred in May 2004. We
showcased several innovative products at this show that were very well received by our customers including
Pulse, DTP-70, and the Intellitrax scanning system.

s We partnered with several of our large customers to develop unique products for their markets including Pocket
Palette, our new LED based portable color-matching device is an excellent example of this partnering.

¢ Qur Asia-Pacific region achieved over 31 percent revenue growth in 2004 versus 2003. )

e We successfully implemented section 404 of the Sarbanes-Oxley Act of 2002 and received an unqualified
opinion from our Independent Registered Public Accounting Firm, Ernst & Young LLP.

As we look forward, we believe customer demand for color related solutions will continue to grow. We are focused on
developing the innovative products and solutions that our customers demand and executing our business strategies.
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Results of Operations

The following table sets forth information derived from the Company's consolidated statements of operations and includes
amounts expressed as a percentage of net sales. (in thousands)

2004 2003 2002
Net sales $126,241 100.0% | $117,144 100.0% | $98,468 100.0%
Cost of sales 44.903 35.6 42,410 36.2 36,899 37.5
Gross profit 81,338 64.4 74,734 63.8 61,569 62.5
Operating expenses:
Selling and marketing 33,541 26.6 31,519 26.9 27,769 28.2
General and administrative 16,809 13.3 17,239 14.7 14,993 15.2
Research, development &
engineering 15,170 12.0 14,605 12.5 12,376 12.6
Goodwill and other long lived asset
impairments - - 2,642 2.3 - -
Restructuring charges - - ‘ - - - -
Total operating expenses 65,520 519 66,005 56.4 55,138 56.0
Operating income 15,818 12,5 8,729 74, 6,431 6.5
Other income (loss) 142 - (788) (0.7) 33 -
Write down of other . :
investments - - (3,662) (3.1) (7,237) (7.4)
Income (loss) before income taxes
and cumulative effect of change
in accounting principle 15,960 12.6 4,279 3.6 (773) (0.9)
Income taxes (3,636) (2.8) (1,202) (1.0) 1,021 1.0
Cumuiative effect of change
in accounting principle - - - - (7.615) 7.7
Net income (loss) $ 12424 98% | $§ 5481 _4.6% | $(9.409) {9.6)%

The following tables contain various non-GAAP (Generally Accepted Accounting Principles) financial measures. A “non-
GAAP financial measure” is defined as a numerical measure of a company’s financial performance that excludes or
includes amounts so as to be different than the most directly comparable measure calculated and presented in
accordance with GAAP in the Consolidated Statements of Operations, Balance Sheets or Statements of Cash Flows of
the Company. Pursuant to the requirements of Regulation G, each non-GAAP measure (those measures excluding
specific items) is immediately preceded with the most directly comparable GAAP measure, and the difference in all cases
is the exclusion of items the Company considers “non-recurring” due to their nature, size or infrequency. Those items
included as specific items are discussed in several sections of this discussion and analysis. Each non-GAAP financial
measure is presented because we monitor our business using this information, and we believe that it gives a more
meaningful comparison of the results of our core business operations.

Operating income excluding specific items (in thousands)

2004 2003 2002
Operating income (GAAP) $15,818 $ 8,729 6,431
Specific items for exclusion:
Goodwill and other long lived asset impairments - 2,642 -
Executive severances - 1.362 -
Operating income excluding specific items $15,818 $12.733 $6.431
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Income (loss) before income taxes excluding specific items (in thousands)

2004 2003 2002

Income (loss) before income taxes (GAAP) $15,960 $ 4,279 $(773)
Specific items for exclusion:

Goodwill and other long lived asset impairments - 2,642 -

Executive severances - 1,362 -

XR Ventures impairment - 3,362 7,237

Adoption of FASB No. 150 4 342 828 -

Termination of Founders’ Agreements (657) - -
income before income taxes excluding specific items $15.645 $12473 $6.464
Net Sales

Net sales in 2004 were $126.2 million, compared to $117.1 million in 2003, an increase of $9.1 million or 7.8 percent. We
achieved sales records on both an annual and quarterly basis. Our fourth quarter sales of $38.8 million were our tenth
consecutive quarter of comparable period growth. Sales in 2002 were $98.5 million. The sales growth in 2004 is
attributable primarily to internal growth and the positive effect of foreign exchange rates. Internal growth in 2004 was $6.2
million which was driven in part by the successful integration of the 2003 acquisitions in the Graphics Arts (cc Dot, now
known as X-Rite Dot and Monaco Systems) and Retail product lines (Benjamin Moore), as well new product introductions.
Favorable foreign exchange rates, primarily the Euro and Pound Sterling also contributed $2.8 million of the year over
year gain in 2004. The following table highlights the contributions of each of these factors to 2004 sales and compares
them to the prior two years:

Elements of Sales Growth (in millions)

2004 2003 2002
Prior Year Sales $117.1 $ 985 $91.7
Increase Due to:
Current Year Acquisitions 0.1 7.6 -
Foreign Exchange 2.8 3.8 0.8
Internal Growth 6.2 7.2 6.0
Current Year Sales $126.2 $117.1 $98.5

X-Rite's provides color measurement solutions to many industries which we measure in five separate product lines,
Graphic Arts, Industrial, Retail, Light and Other. The following table denotes sales by product line for the past three years

Sales by Product Line (in millions)

; 2004 2003 2002

Graphic Arts , $ 54.8 $ 524 $41.7
Industrial 32.2 27.2 23.0
Retail 20.9 179 147
Light 11.9 12.4 11.9
Other 6.4 7.2 7.2
Total Sales $126.2 $1171 $98.5

Graphic Arts

The Graphics Arts product lines provide product solutions to the commercial and package printing industries as well as
the on demand print, photo processing, photography, graphic design and pre-press service bureaus in the imaging
industries. Combined Graphic Arts sales in 2004 were $54.8 million, compared to $52.4 million in 2003, an increase of
$2.4 million or 4.6 percent. Approximately $1.2 miilion of the 2004 increase is attributable to foreign exchange rates.
Graphic Arts sales in 2002 were $41.7 million.

Printing sales contributed almost all of the gains in Graphic Arts in 2004, recording sales of $28.1 million compared to
$25.7 million in 2003, an increase of $2.4 million or 9.3 percent. Our growth was driven by strong scanning system
sales, general improvement in the printing market and full year sales of the X-Rite Dot product. Growth in excess of 20
percent was noted in all of our key geographic markets except North America which was flat. Printing sales in 2002
were $21.3 million.

Imaging sales in 2004 and 2003 were $26.7 million. Sales were negatively impacted by sluggishness in the photo mini
lab business and delays in shipping two new products. Imaging sales in Asia Pacific grew 55 percent in 2004, while
Europe and North American sales declined 2.6 and 6.9 percent respectively.
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Industrial

The Industrial products group provides color measurement solutions for the automotive and process control markets. QOur
products are integral part of the manufacturing process for automotive interiors and exteriors, as well as the refinishing
and non-automotive secondary markets. in 2004, the Industrial product lines recorded sales of $32.2 million, compared
to $27.2 million in 2003, an increase of $5.0 million, or 18.4 percent. Industrial sales were $23.0 million in 2002. Foreign
exchange gains primarily in Europe provided $1.1 million of the Industrial sales gain in 2004. Much of growth in 2004
occurred outside our core North American market. The expanding manufacturing economy in China as well as the growth
in consumer spending there led to a 54.6 percent growth in the Asia Pacific region as compared to 2003. Foreign
exchange rates have a nominal effect on our sales results in the Asia Pacific region. Favorable foreign exchange rates
and growth in our core markets caused sales in Europe to grow 25.4 percent in 2004 as compared to 2003. Foreign
exchange rate changes provided approximately fifty percent of the European gains in 2004. Sales in North America grew
at only a 1.0 percent pace in 2004, due to primarily to reduced capital spending in the auto markets.

Retail

The Retail products group markets its paint matching and home décor product lines under the Match-Rite label to home
improvement centers, mass merchants and paint retailers. In 2004, Retail sales were $20.9 million compared to $17.9
million in 2003, an increase of $3.0 million or 16.8 percent. Sales in 2002 were $14.7 million. Growth in sales in 2004
is attributable to new products and upgrades as well as continued strength and demand with our large retail customers.
Foreign exchange rates had a nominal effect on sales in 2004 as over 90 percent of sales are in North America.

Light

X-Rite serves the light measurement market primarily through its Labsphere subsidiary. Labsphere provides integrating
spheres and systems as well as reflectance materials used for an array of measurement and processing applications.
Light sales in 2004 were $11.9 million compared to $12.4 million in 2003, a decrease of $0.5 million, or 4.0 percent.
Foreign exchange rates provided a benefit of $0.3 million in 2004 as compared to 2003. Sales in 2002 were $11.9
million. Demand for light products has remained sluggish due to continued softness in the LED and telecommunications
industries. We have see slight improvements in the market during the latter half of 2004 and anticipate modest
improvements in 2005.

Other

The Company'’s product lines denoted as Other generally provide products and services to the medical and dental
industries. Total sales of these products in 2004 were $6.4 million compared to $7.2 million in 2003, a decrease of $0.8
miltion, or 11.1 percent. Sales for 2002 were $6.9 million. Foreign exchange rates had a nominal effect on sales for
these groups.

Our medical products provide instrumentation designed for use in controlling variables in the processing of x-ray film.
Medical product sales were $4.1 million in 2004, compared $4.0 million in 2003, an increase of $0.1 million or 2.5 percent.
Sales in 2002 were $3.9 million.

The dental products line provides color-matching technology to the cosmetic dental industry through our ShadeVision
systems. Effective in 2004, Sullivan-Schein, Inc. assumed all sales and marketing responsibilities for the ShadeVision
product line with X-Rite continuing its manufacturing and development role. This agreement was expected initially to
lower total sales and margins as well as sales administrative and development expenses. Sullivan-Schein is a world-
leading provider of products and services to the dental industry. Dental product sales in 2004 were $2.3 million compared
to $3.2 million in 2003, a decrease of $0.9 million, or 28.1 percent. Sales for 2002 were $3.1 million.
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Sales by Region Served

Sales growth in 2004 was accomplished primarily in our international markets. Sales to the Asia Pacific and European
markets grew 31.6 and 9.7 percent respectively. Sales in Europe, which are denominated primarily in the Euro and
Pound Sterling, continued to benefit in 2004 from the weak U.S. dollar. Growth in the Asia Pacific region was driven
mainly by organic growth and the increasing manufacturing base in China. Foreign exchange rates have had a nominal
effect in this region, as most of our sales are denominated in U.S. dollars or currencies pegged to the dollar. Latin
America, which is the Company’s smallest market, grew by 17.9 percent in 2004.

The following table highlights the Company’s growth by region over the past three years.

Sales by Geographic Region (in millions)

2004 2003 2002
North America $ 724 $ 713 $62.5
Europe 30.5 27.8 219
Asia Pacific 20.0 15.2 11.8
Latin America 3.3 2.8 2.3
Total $126.2 $1171 $98.5

Price changes had a marginal impact on sales levels over the past three years.
Gross Profit

Gross profit as a percent of net sales increased slightly in 2004, to 64.4 percent as compared to 63.8 and 62.5 percent in
2003 and 2002, respectively. Margins have remained strong in our core color products line for the past several years,
while the light and medical products have been significantly below the Company average. The medical products margins
have been impacted by the change in the Sullivan Schein marketing arrangement, while the light products margin have
suffered from continued soft sales. On a consolidated basis, we have been able to maintain a strong margin with slight
increases for the past several years due to the following factors:

+ Improved manufacturing absorption in color products
¢ Foreign exchange rates

o Change in product mix

s Acquisitions

The combination of increased sales volumes and favorable foreign exchange rates allowed for higher absorption of factory
overhead costs and increased profitability on certain foreign sales, as the underfying product cost was denominated in U.S.
dollars. Our increased emphasis on total color product solutions has altered the product mix to include larger software and
service components which typically produce higher margins. We expect software to continue to grow as a proportion of
total sales.

Operating Expenses Overview

Total operating expenses were $65.5, $66.0, and $55.1 million for 2004, 2003, and 2002 respectively. The year over
year decrease in 2004 was $0.5 million or 0.8 percent. In 2003, the Company recorded Goodwill and other long-lived
impairment charges of $2.6 million and received a one-time payment of $1.0 million for the reimbursement of expenses in
connection with renegotiation of a customer supply agreement, which was classified as a reduction of general and
administrative expenses, thereby lowering that line item. After adjusting for these transactions, 2003 operating expenses
would have been $64.4 million and 2004 operating expenses were $1.1 million or 1.7 percent higher than the 2003
adjusted amount.

Changes in foreign exchange rates accounted for $1.2 and $1.7 million of additional operating expenses for the 2004 and
2003, respectively, as compared to prior years.
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Selling and Marketing Expenses

Selling and marketing expenses consist primarily of compensation, facility costs, travel, advertising and trade show
expenses associated with the Company'’s giobal sales and marketing personnel. Selling and marketing expenses were
$33.5 million for 2004, compared to $31.5 million in 2003, an increase of $2.0 million or 6.3 percent. This increase
reflects higher commissions and incentive costs, unfavorable foreign exchange fluctuations in Europe and the
reclassification in 2004 of certain costs from general and administrative. In addition, costs of $0.7 million were incurred in
2004 for the DRUPA Graphic Arts trade show, which is held in Germany every four years. DRUPA is the largest graphic
arts trade in the world and was a focal point of the Company’s graphic arts marketing and product launch efforts in 2004.

In 2003, seiling and marketing costs increased $3.7 million or 13.3 percent over 2002 costs of $27.8 million. This
increase was attributable to higher compensation costs and benefit costs, increased travel costs and the effect of
unfavorable foreign exchange rates in Europe. Marketing costs increased as a result of consulting expenses incurred for
new product strategy and research as well as costs related to the launch of a new corporate brand identity. The
increases noted in 2002 costs were across most lines of business, with particular emphasis on newer lines including
ShadeVision and Coherix. Additional costs were also incurred in 2002 for new product rollouts for the 8000 Benchtop
series, ColorDesigner and ATD News, and additional staffing and travel costs related to the opening of the Shanghai
office.

As a percentage of net sales, selling and marketing expenses were 26.6, 26.9, and 28.2 percent in 2004, 2003, and 2002
respectively.

General and Administrative Expenses

General and Administrative costs include compensation, facility costs, and travel for the Company’s executive, finance,
human resources and administrative functions. General and administrative expenses in 2004 were $16.8 million
compared to $17.2 million in 2003, a decrease of $0.4 million, or 2.3 percent. The decrease was attributable primarily to
severance costs incurred in 2003 of $1.4 million for the Company’s former Chief Executive and Chief Financial Officers.
These costs were offset in 2004 by incremental operating costs for the Monaco Systems operations which were acquired
in July of 2003, increased professianal fees and unfavorable foreign exchange fluctuations. In 2003, the Company
received a one-time payment of $1.0 million for the reimbursement of expenses in connection with renegotiation of a
customer supply agreement, which was classified as a reduction of general and administrative expenses. After adjusting
for this payment, the 2003 expenses would have been $18.2 million and the year over year decrease when compared to
2004 would have been $1.4 million or 7.7 percent.

General and administrative expenditures in 2003 were $2.2 million or 14.7 percent higher than 2002. The increases were
attributable to increased compensation and benefits costs, costs related to the Monaco Systems acquisition, unfavorable
foreign exchange rates in Europe and severance costs. The 2002 general and administrative costs were $0.4 miltion or .
2.7 percent lower than 2001. This nominal decrease was primarily attributable to the positive effects of several corporate
cost cutting initiatives that were focused on domestic operations.

As a percentage of net sales, general and administrative expenses were 13.3, 14.7, and 15.2 percent in 2004, 2003, and
2002 respectively.

Research, Development and Engineering Expenses

Research, Development and Engineering (RD&E) expenses include compensation, facility costs, consulting fees, and
travel for the Company’s engineering staff. These costs are incurred primarily in the United States. RD&E expenditures
in 2004 were $15.2 million compared to $14.6 million in 2003, an increase of $0.6 million, or 4.1 percent. Total
expenditures in 2004 including capitalized software costs increased $1.0 million. Most of these costs were the
incremental engineering costs associated with the Monaco Systems acquisition which occurred in July of 2003. In 2002,
RD&E expenditures were $12.4 million. Due to the number of new products in planning RD&E, expenses are projected to
increase on a dollar basis in the future while the total costs as a percentage of revenues are expected to remain in the
range of 12 to 14 percent.

RD&E costs, as a percentage of net sales were 12..0%, 12.5%, and 12.6% for 2004, 2003 and 2002, respectively.

In addition to the RD&E costs reported as operating expenses, costs were incurred to develop new software products in
each of the last three years that were capitalized. Software development costs capitalized totaled $3.3, $2.9, and $1.7
million in 2004, 2003, and 2002, respectively. The related amortization expense was included in cost of sales (see Note 2
to the Consolidated Financial Statements).




Goodwill and Other Long Lived Asset Impairments

in December of 2003, the Company elected to exit the shape measurement business due to continued disappointing
sales results and explore alternatives for its Coherix subsidiary including a possible sale. In connection with this decision,
an impairment charge of $2.6 million was recorded. This charge consisted of $1.9 million of goodwill and $0.7 miltion of
primarily other long-lived assets. On June 30, 2004, the Company sold the primary assets of Coherix for $0.8 million.
Under the terms of the agreement, the purchaser received all operating assets and intellectual property of the Company.
The purchaser made an initial payment of $0.1 million with the remaining balance secured by a non-interest bearing note
due in instaliments over a six-year period. The Company will record gains on the sale as payments are received on the
note. As a result, the Company has recorded a deferred gain on the balance sheet of approximately $0.5 milfion,
representing the discounted value of the note.

Other Income (Expense)

Other Income (Expense) consists primarily of dividend and interest income, foreign currency exchange gains and losses,
and interest charges in connection with the Founders’ Share Redemption Agreement. In November 2004, the Company
recorded an interest credit of $0.7 million in connection with the reversal of FAS No. 150 relating to the Founders’ Shares
Redemption Agreements. This amount represents the charges recorded in 2003, relating to the increase in the Founders’
Liability. Dividend payments on Founders’ Shares previously classified as interest expense were paid and thus settled
while the repurchase agreements were accounted for as a liability and therefore not reversed to income. The payments
were $0.3 and $0.2 million in 2004 and 2003. Foreign exchange losses in 2004 were ($0.3) million which was offset by
interest and other income of $0.1 million. Net other income in 2003 was nominal.

Write-Down of Other Investments

Other investments include investments made by the Company’s strategic venture capital group, XR Ventures, LLC (XRV)
(See Other Investments, for additional information). Each investment represents less than 20 percent of the ownership of
the respective portfolio companies. Since the Company does not exercise significant influence over the operating and
financial policies of each portfolioc company, the investments have been recorded at cost.

The Company periodically evaluated the carrying value of each investment to determine whether a decline in fair value
below the respective cost has occurred. If the decline is determined to be other than temporary, the carrying value is
adjusted to the then current fair value and a loss is recognized. At various times in 2003 and 2002 the Company
performed comprehensive assessments of the continuing value of each XR Ventures investment.

Based on the continued erosion of the venture capital markets, the technology sectors of the economy and specific
reviews of its portfolio, the Company concluded that the value of its investments had been permanently impaired.
Therefore, the Company recorded charges of $0.1, $0.2 and $3.4 milion in March, June and December of 2003,
respectively, for a total of $3.7 million for the year. The Company recorded charges of $6.6 and $0.6 million in June and
December 2002, respectively, for a combined total of $7.2 million for the year. At January 3, 2004, all venture capital
investments had been fully impaired. Although the Company continues to hold positions in several XR Ventures’ portfolio
companies, no future investments in the remaining portfolio companies will be made, except where necessary to protect
any existing investments.

In 2002 and 2001, the Company concluded that it may not be able to realize certain capital losses it incurred prior to their
expiration related to these impairments. Therefore, it did not record a tax benefit at that time. In 2003, the Company re-
evaluated this position and concluded that the execution of certain qualified tax strategies which the Company was
capable of completing, would allow for the realization of capital gains within the expiration period. Accordingly, a tax
benefit of $2.8 million was recorded in the fourth quarter of 2003 related to the prior years' impairments.

Income Taxes
For 2004, the Company recorded an income tax provision of $3.5 million, an effective rate of 22.2 percent. The effective
tax rate has benefited from the execution of certain international tax strategies and research and development tax credits.

A tax benefit of $0.6 million was recorded in the third quarter of 2004 as a result of amended filings of our 2000 through
2002 tax positions related to research and development credits.
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The Cempany has not provided for U.S. federal income and foreign withholding taxes on undistributed earnings from non-
U.S. operations as of January 1, 2005 because such earnings are intended to be reinvested indefinitely outside of the
United States and certain of these entities are pass through tax entities. Where excess cash has accumulated in non-
U.S. subsidiaries and it is advantageous for business operations, tax or cash reasons, subsidiary earnings would be
remitted. If these earnings were distributed, foreign tax credits may become available under current law to reduce or
eliminate the resulting U.S. income tax liability. The Company has not reevaluated its pasition with respect to the
indefinite reinvestment of foreign earnings to take into account the possible election of the repatriation provisions
contained in the American Jobs Creation Act of 2004. The status of this evaluation of these provisions is described in the
following section. : :

The American Jobs Creation Act of 2004 (the "Jobs Act"), enacted on October 22, 2004, provides for a temporary 85%
dividends received deduction on certain foreign earnings repatriated during a one-year period. The deduction would
result in an approximate 5.25% federal tax rate on the repatriated earnings. To qualify for the deduction, the earnings
must be reinvested in the United States pursuant to a domestic reinvestment plan established by a company's chief
executive officer and approved.by the company's board of directors. Certain other criteria in the Jobs Act must be
satisfied as well. The Company’s one-year period during which the qualifying distributions can be made is fiscai 2005.
The Company is in the process of evaluating whether it will repatriate foreign earnings under the repatriation provisions of
the Jobs Act, and if so, the amount that will be repatriated. The range of reasonably possible amounts that could be
repatriated, which would be eligible for the temporary deduction, has not been determined at this time, nor the impact of a
qualifying repatriation, should it choose to make one, on its income tax expense for 2005, the amount of its indefinitely
reinvested foreign eamings, or the amount of its deferred tax liability with respect to foreign earnings. The Company is
awaiting the issuance of further regulatory guidance and passage of statutory technical corrections with respect to certain
provisions in the Jobs Act prior to determining the amounts if any, it will repatriate. The Company expects to complete its
evaluation to determine the amounts and sources of foreign earnings to be repatriated, if any, during the third quarter of
2005.

The Company recorded a tax benefit of $1.2 million in 2003 against pre-tax income of $5.5 million. This benefit reflects
the reversal of $2.8 million in deferred tax valuation reserves established in 2002 and the first three quarters of 2003.
These valuation reserves were originally recorded in connection with the write-downs of the XRV investment portfolio in
2001 and 2002. At that time, the Company was not assured that these write downs would be fully deductible capital
losses and a valuation allowance was established. In the December 2003, a qualified tax strategy was put in place that
would allow for the ultimate realization of capital gains within the expiration period and accordingly the vaiuation
allowance was reversed. Exclusive of the valuation allowance reversal, the Company’s effective tax rate would have
been 37 percent compared to the U.S. statutory rate of 35 percent. The increase over the statutory rate is primarily
attributable to the effect of certain non-deductible forelgn losses, expenses related to the adoption of SFAS 150 for the
founders’ program and state income taxes.

The Company recorded a tax provision of $1.0 million in 2002 against a loss before taxes and the cumulative effective of
change in accounting principle of $0.8 million. The provision was adjusted by the potential non-deductible capital losses
associated with the write-down of investments by XR Ventures, LLC. Exclusive of these write-downs, the Company would
have had approximately a 16 percent tax rate in 2002, compared to the U.S. statutory rate of 35 percent. This lower rate
was due to tax reductions received as a result of the Company’s foreign sales operations.

Cumulative Effect of Change in Accounting Principle

Effective December 30, 2001, the Company adopted SFAS No. 142, “Goodwill, and Other Intangible Assets”. SFAS No.
142 requires companies to discontinue amortizing goodwill and certain intangible assets with an indefinite life. Instead,
companies are required to review goodwill and intangible assets with an indefinite useful life for impairment annually and
as indicators of impairment occur. As discussed further in Note 4 to the Consolidated Financial Statements, during 2002,
the Company completed steps one and two of the transitional testing required by SFAS No. 142, as well as, the annual
impairment-testing requirement. Step two testing was completed with the assistance of an independent valuation firm
during the fourth quarter of 2002.

Under SFAS No.142, goodwill impairment exists if the net book value of a reporting unit exceeds its estimated fair value.

The Company evaluated goodwill using three reporting units, Labsphere and Optronik combined, Coherix, and X-Rite
Mediterranee.
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Upon completion of the step two transitional testing for the Labsphere and Optronik combined reporting unit, it was
determined that an impairment of goodwill had occurred. Therefore, a non-cash charge of $7.6 million, or 38 cents per
share, was recorded and classified as a cumulative change in accounting principle as required by SFAS No. 142 in the
first quarter of 2002. The decline in fair value of the Labsphere and Optronik reporting unit was primarily attributable to a
decline in revenue and profitability for the unit. This decline led to a reduction in the three to five year projection of
operating earnings for the unit. The fair value of the remaining units exceeded their net book value; therefore, no
impairment charges were recorded for these units. In calculating the impairment charge, the fair value of the reporting
unit was determined by using a discounted cash flow analysis. This methodology was selected over the market value
approach, due to a lack of comparable competitor data availability, which is necessary to complete a market value study.

Liquidity and Capital Resources

As highlighted in the Consolidated Statements of Cash Flows, our liquidity and available capital resources are impacted
by four key components: (i) current cash, cash equivalents, and shori-term investments, (ii) operating activities, (iii)
investing activities and (iv) financing activities. Each of these components is discussed below.

Cash, Cash Equivalents and Short-Term Investments

At January 1, 2005, the Company had cash and cash equivalents of $9.7 million, compared to $10.8 million at January 3,
2004, a decrease of $1.1 million. Our short-term investment portfolio has a market value of $6.3 million at January 1,
2005, an increase of $2.9 million over January 1, 2004. Operating and financing activities provided $15.3 and $1.4 of
cash in 2004, respectively. Investing activities required the use of $17.7 million in 2004, including $2.9 million net, used
to acquire short-term investments. Foreign exchange rates had a nominal effect on cash fiows in 2004. At January 1,
2005, $2.0 million of cash and cash equivalents were held by our subsidiaries outside of the United States.

Operating activities in 2003 generated a positive cash flow of $18.3 million, which was offset by funds used for investing
and financing activities of $16.1 and $1.3 million respectively. Foreign exchange rates caused a decrease in cash of $0.2
million.

Operating Activities

Operating activities provided $15.3 million of cash during 2004 compared to $18.3 million in 2003, a decrease of $3.0
million or 16.4 percent. The 2004 operating cash flows primarily resulted from net income of $12.4 million adjusted for
non-cash items of $7.0 million, which was offset by changes in other operating assets and liabilities of $4.1 million. The -
most significant non-cash adjustment to cash flow was $6.0 million for depreciation and amortization. Fourth quarter
sales volumes drove much of the change in operating assets and liabilities, as receivables increased $4.5 million while
inventory levels decreased $1.6 million as compared to 2003. Other current and non-current liabilities decreased $1.7
million in 2004, reflecting lower payouts on certain incentive compensation awards, completion of two executive
severance packages and recognition of deferred revenue on the sale of the Coherix assets. This decrease was offset by
$0.9 million increase in income taxes payabie and $0.2 million decrease in accounts payable.

Net cash provided by operating activities was $18.3 million in 2003 compared with $14.8 million in 2002, an increase of
$3.5 million, or 23.6 percent. In 2003, net cash provided by operating activities was comprised of net income of $5.5
million adjusted for non cash items of $9.9 million and net cash provided from changes in operating assets and liabilities
of $2.9 million. Included in the non cash items were expenses that reduced net income but did not require the use of
cash, which consisted mainly of $6.0 million for depreciation and amortization, $3.7 million associated with the write
downs of XR Ventures investments, which occurred in the first, second and fourth quarters, $2.6 million related to the
impairment of the Coherix assets, which was recorded in the fourth quarter and the increase in the value of shares
subject to redemption agreements of $0.7 million. These adjustments were offset by an increase in deferred taxes of
$4.1 million. Net cash provided by operating assets and liabilities was driven primarily by an increase in other accrued
liabilities, which includes accrued payroll and benefits, income taxes and miscellaneous liabilities. The largest change in
these items was for accrued compensation costs, which includes a charge of $0.7 million for severance costs and
benefits for the Company's former Chief Executive and Chief Financial officers.
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Investing Activities

Significant components of the Company’s investment activities are (i) capital expenditures, (ii) insurance costs related to
the former founders’ shares redemption program, (iii) strategic acquisitions and (iv) short-term investment purchases and
sales.

Investing activities used $17.7 million of cash during 2004. These activities included capital expenditures of $6.3 million,
life insurance premiums of $4.8 million, capitalized software (other assets) investments of $3.3 million and net purchases
of short-term investments of $2.9 million. Funding for these activities came primarily from operating cash flows and
periodic sales of short-term investments.

At January 1, 2005, the Company’s short-term investment portfolio had a market value of $6.3 million compared to $3.4
million at January 3, 2004, an increase of $2.9 million, or 85.3 percent. The Company's portfolio consists primarily of tax-
free variable rate demand notes and mutual funds. An allowance for unrealized gains and losses related to this portfolio
has been established. Changes to the allowance are reported as a component of other comprehensive income. The
allowance was $0.5 million at both January 1, 2005 and January 3, 2004,

Capital expenditures in 2004 were $6.3 million compared to $3.4 million in 2003, an increase of $2.9 miilion or 85.3
percent. These expenditures were primarily for machinery, tooling for new products, information technology equipment,
and software. In 2005, capital expenditures are anticipated to be approximately $7.0 million. These expenditures will
again focus on global information technology upgrades, machinery, and tooling. The information technology upgrades
will support our move toward a common technology platform for all offices which began in 2004. The machinery and
tooling upgrades are necessary to support our new product development and manufacturing schedules as well as gain
cost efficiencies.

In 2004, the Company invested $4.8 million ($4.3 million in cash premiums and $0.5 million in reinvested earnings) in the
life insurance policies originally purchased to support the Founders’ Shares Redemption Program. At January 1, 2005,
these policies had a cash surrender value of $25.8 million. The Founders’ Shares Redemption Program was terminated
on November 12, 2004, (See Note 8 to the Consolidated Financial Statements and Founders’ Shares Redemption
Program, below). The Company is currently considering various alternatives with regards to the future of these policies.

Net investment in other assets, primarily capitalized software, increased $3.3 million in 2004 as compared to 2003. In
2003, the net investment increased $2.9 million over 2002. These expenditures reflect the Company’s increased
emphasis on software product development.

Net cash used for investing activities was $16.1 million in 2003 compared to $0.9 million in 2002. The largest usage in
2003 was $9.3 million for company and product line acquisitions, followed by the increase in the founder’s life insurance
program of $4.9 million and capital expenditures of $3.4 million. Proceeds from trading activities within the short-term
investment portfolio provided funds of $4.5 million in 2003.

Financing Activities

The Company's principal financing activities are the issuance of common stock in connection with the exercise of stock
options and shares purchased in the employee stock purchase plan and the payment of dividends on its common stock
outstanding.

In 2004, financing activities have provided cash of $1.4 million versus a use of $1.3 million in cash for the comparable
period in 2003.

In 2004, 374,199 shares of common stock were issued in connection with employee stock options and purchase plans
which generated $3.2 million of cash. In 2003, 76,020 shares were issued under employee stock options and purchase
plans which generated $0.5 million of cash.

The Company paid annual dividends at a rate of $.10 per share in both 2004 and 2003, requiring the use of $1.7 and $1.9
million of cash, respectively. Dividend payments related to shares in the Founders' Share Redemption Program, after
July 1, 2003, and prior to the programs’ termination on November 12, 2004 are classified as interest expense and
included as a component of other income and (expense) in accordance with SFAS No. 150. These payments have
totaled $0.3 and $0.2 million in 2004 and 2003, respectively. At the termination date dividend payments previously
classified as interest expense were paid and thus settled while the repurchase agreements were accounted for as a
liability and therefore not reversed to income.
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In September 2000, the Board of Directors authorized a common stock repurchase program of up to one million shares of
outstanding stock. The timing of the program and amount of the stock repurchases will be dictated by overall financial
and market conditions. There were no shares repurchased in 2004, 2003, or 2002 under this program. During 2001, the
Company repurchased 231,364 shares at an average cost of $7.56 per share.

The Company anticipates that its current liquidity, future cash flows, and bank credit line will be sufficient to fund
operations, life insurance premiums, capital expenditures, research, development, and financing needs for the
foreseeable future. Should additional funding be required, supplemental borrowing arrangements are the most probable
alternative for meeting capital resource and liquidity needs. The Company maintains a revolving line of credit of $20
million and a capital expenditure line of credit of $5 million.

Founders’ Shares Redemption Program

During 1998, the Company entered into agreements with its founding shareholders for the future repurchase of 4.5 million
shares of the Company’s outstanding stock. The agreements were terminated on November 12, 2004. At that time, 3.4
million shares remained subject to repurchase. Prior to their termination, the agreements required stock repurchases
following the later of the death of each founder and his spouse. The price the Company would have paid the founders’
estates for these shares reflected a 10 percent discount from the average closing price for the ninety trading days
preceding the later death of the founder and his spouse, although the discounted price would not have been less than
$10 per share (a total of $45.4 million) or more than $25 per share (a total of $113.5 million). The cost of the purchase
agreements was funded by $160.0 million of death benefits from life insurance policies the Company purchased on the
lives of certain of these individuals. Insurance was purchased at the $160.0 million levet in order to cover both the
maximum aggregate purchase price and anticipated borrowing costs. Life insurance premiums total $4.3 million each
year while all the policies remain in effect. In 2004, the Company'’s investment results on its insurance portfolio exceeded
the underlying policy costs by $0.5 million. This income was classified as a component of general and administrative
expenses. In 2003 and 2002, policy costs exceeded investment results by $0.6 and $1.4 million respectively.

The Company purchased 1.12 mitlion shares at $10 per share or $11.2 million under the terms of the agreement in
January 2002. This founder was not insured; therefore, as anticipated at the time the agreement was entered into, the
Company funded this obligation with cash and short-term investments.

In July 2003, the Company adopted SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of
both Liabilities and Equity. This Statement establishes standards for classifying and measuring as liabilities certain
financial instruments that embody obligations of the issuer and have characteristics of both liabilities and equity.
Statement 150 generally requires liability classification for classes of financial instruments that represent, or are indexed
to, an obligation to buy back the issuer’s shares. Many of the financial instruments within the scope of Statement 150
were previously classified by the issuer as equity or temporary equity. This Statement required the Company to account
for its temporary shareholders’ investment related to the Founders’ Shares Redemption program as a long-term liability
for the duration of the agreements. Because the underlying shares in the program were the Company’s common stock,
they remained as a component of the calculation of basic and diluted earnings per share. In addition, future changes in
the valuation of the liability, as well as dividend payments on the program shares will be classified as interest expense.

At January 3, 2004, the remaining shares subject to the agreements were classified on the balance sheet as a long-term
liability. The valuation of $34.9 million was determined by multiplying the applicable shares by $10.19 which represents

the average closing price of the Company’s common stock, after applying the 10 percent discount, for the ninety trading

days preceding that date.

As previously, noted, on November 12, 2004, the remaining Founders and the Company mutually agreed to terminate the
Founders’ Shares Redemption Agreements in their entirety. Upon termination, the Company recorded a credit to interest
expense of $9.0 million, which reversed the accumulation of the liability to increase the value of the agreements that has

. occurred since the adoption of SFAS No. 150 on July 1, 2003. Upon reversal of these charges, the remaining $34.2
million representing the fair value of the redemption agreements at July 1, 2003, was reclassified to shareholder’s
investment. Dividend payments previously classified as interest expense were paid and thus settled while the repurchase
agreements were accounted for as a liability and therefore not reversed to income. Divided payments on program shares
were $0.3 and $0.2 million for 2004 and the third and fourth quarter of 2003, respectively.
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Acquisitions and Divestitures:

During the second quarter of 2004, the Company acquired Moniga Gremmo S.r.1., an industrial and ink formulation
software developer located in Milan, italy for $0.7 million in cash. Under the terms of the agreement, the Company all
operating assets, software code, intellectual property and customer relationships. This acquisition will give the Company
access to new markets and customers in Western Europe and provide additional software capabilities. The acquired
products will be integrated with existing X-Rite products within the next twelve months.

On June 30, 2004, the Company sold the primary assets of its Coherix subsidiary for $0.8 million. Under the terms of the
agreement, the purchaser received all operating assets and intellectual property. The purchaser made an initial payment
of $0.1 million with the remaining balance secured by a non-interest bearing note due in instaliments over a six-year
period. The Company will record gains on the sale as payments are received on the note. As a result, the Company has
recorded a deferred gain on the balance sheet of approximately $0.5 million, representing the discounted value of the
note.

In March 2003, the Company acquired the ColoRx ® spectrophotometer product line and related assets of Thermo
Electron Corporation for $0.5 million. The Company has assumed service and support obligations for the current instailed
base of ColoRx as part of the transaction. In an event related to this transaction, the Company entered into a five-year
agreement with Benjamin Moore & Co. to be the preferred provider of color management solutions to Benjamin Moore .
authorized dealers. Prior to the acquisition, Thermo Electron was the preferred provider of color measurement equipment
to Benjamin Moore & Co.

In April 2003, the Company acquired the ccDot meter product line of Centurfax Ltd. for $1.5 million, including all
intellectual property and related software for the products. Centurfax Ltd. is a London based company that develops and
distributes products serving the pre-press and printing industries. The acquired products consist of quality control
instruments that ensure accurate measurement of film, offset litho plates, and digital proofing solutions.

On July 1, 2003, the Company acquired the assets of Monaco Systems Incorporated of Andover, Massachusetts, a
leading developer of color management software to the graphic arts and photographic markets valued at $11.0 miliion.
The Company expects that this acquisition will enhance its position and product offerings in the color management
software markets. The purchase price included a cash payment of $7.0 million and X-Rite common stock valued at $2.5
million at the date of the acquisition. In addition, the seller is also eligible for contingent payouts of $0.75 million in cash
and $0.75 million of X-Rite common stock. These payouts were contingent upon the seller’s continued employment with
the Company to certain future dates. Total acquisition related costs of $0.5 million were incurred as a result of this
transaction and have been included in the determination of purchase price. These costs were for investment banking,
accounting, and legal services. The cash portion of the transaction was funded from the Company’s operating funds and
short-term investments. Tangible and intangible assets acquired in the purchase include Monaco’s entire line of color
management products, all operating assets, trademarks and trade names, technology and patents, covenants not to
compete, customer relationship intangibles and goodwill.

For the year ending January 3, 2004, total sales from these acquisitions were $7.6 million

Other Investments

XR Ventures, LLC (XRV) is a strategic venture capital group formed in 2000 and majority owned by X-Rite. Its mission is
to direct and manage the Company’s investments in start up companies in high technology fields. The Company’s
partners in the group are Dr. Peter M. Banks and Mr. James A. Knister. Both have had extensive careers as executives
in technology companies. In addition to their roles with XR Ventures, both serve on the Board of Directors of X-Rite,
Incorporated. The venture group sought out, but is not restricted to companies with technologies that are directly related
to current Company technologies, or technologies that the Company is interested in pursuing including biosensors, micro
mechanical systems, telecommunication components, and information technologies. At December 28, 2002, XRV held
minority positions in eleven companies, with a total net investment of $3.2 million. In 2003, these investments were
deemed impaired and charges of $3.7 million, which included additional investments of $0.5 million made in 2003, were
recorded. The Company has elected not to fund new investments by XRV, but may invest in current holdings to protect
the Company’s position with regards to future distributions by the investee. In the fourth quarter of 2003, the Company
amended its agreement with Dr. Banks and Mr. Knister. Under the terms of the amended agreement, X-Rite will remain
as the sole managing member and will receive reimbursement for all cash for investments and expenses prior to any
distributions to Dr. Banks and Mr. Knister Dr. Banks and Mr. Knister will forego any success fees contemplated in the
original agreement and will retain their membership interests. Dr Banks and Mr. Knister have not been compensated for
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their services to XRV. The Board of Directors of the Company evaluated the fairness, on-going risks, and uncertainty
involved in partnering with two of its directors. The arrangement and subsequent amendment was negotiated at arms-

length with Dr. Banks and Mr. Knister who were represented by their own counsel while the Company was represented by
its regular counsel.

Critical Accounting Policies and Estimates

The preparation of financial statements in accordance with generally accepted accounting principles in the United States
requires management to adopt accounting policies and make significant judgments and estimates to develop amounts
reflected and disclosed in the financial statements. In some instances, there may be alternative policies or estimation
techniques that could be used. Management maintains a thorough process to review the application of accounting
policies and to evaluate the appropriateness of the many estimates that are required to prepare the financial statements.
However, even under optimal circumstances, estimates routinely require adjustment based on changing circumstances
and the receipt of new or better information.

The policies and estimates discussed below include the financial statement elements that are either the most judgmental
or involve the selection or application of alternative accounting policies and are material to the financial statements.
Management has discussed the development and selection of these accounting policies with the Audit Committee of the
Board of Directors.

Accounts Receivable Allowances

Accounts receivable allowances are based on known customer exposures, historic credit experience, and the specific
identification of potentially uncollectible accounts. In addition to known or judgmental components, a policy that
consistently applies reserve rates based on the age of outstanding accounts receivable is followed. Actual collections
may differ requiring adjustments to the reserves.

Inventory Reserves

Inventories are valued at the lower of cost or market. In assessing the ultimate realization of inventories, we make
judgments as to future demand requirements and compare these to current inventory levels. Reserves are established
for excess and obsolete inventory, based on material movement, market conditions, and technological advancements.

Self-Insurance Reserves

The Company is self insured up to certain limits for costs associated with benefits paid under employee health care
programs. The measurement of these costs requires the consideration of historic loss experience and judgments about
the present and expected levels of costs per claim. These costs are accounted for by developing estimates of the
undiscounted liability for claims incurred, including those claims incurred but not reported. This method provides
estimates of future ultimate claim costs based on claims incurred as of the balance sheet date.

Long-Lived Assets

Evaluations are periodically made of long-lived assets and the Company's venture capital investments for indicators of
impairment when events or circumstances indicate that this risk may be present. Judgments regarding the existence of
impairment are based on several factors including but not limited to, market conditions, operational performance,
technological advancements and estimated future cash flows. If the carrying value of a long-lived asset is considered
impaired, an impairment charge is recorded to adjust the asset to its fair value.

Goodwill

The Company has $7.4 million of goodwill recorded as of January 1, 2005, related to prior acquisitions. Accounting
standards require that goodwill must be reviewed for impairment at least annually and as indicators of impairment occur,
and the cessation of amortization. The annual evaluation of goodwill impairment requires the use of estimates about the
future cash flows of each reporting unit to determine estimated fair values. Changes in forecasted operations and
changes in discount rates can materially affect these estimates. However, once an impairment of goodwill has been
recorded it cannot be reversed.

Deferred Tax Valuation Allowance

The Company periodically evaluates its deferred tax assets to assess the probability of their being ultimately realized.
Upon determination that a deferred tax asset may not be realized a valuation allowance is established for the potential
unrealizable amount. This evaluation process requires a review of the underlying transaction to determine that the
conditions that led to the creation of the asset still exist and that the related tax benefit will be realized.
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Risk Factors

There are many risk factors that may adversely affect our operating results; risk factors that we deem critical include the
following:

Vertical integration - The Company’'s manufacturing processes are vertically integrated. Therefore, it is critical
to efficiently manage the cost structure for capital expenditures, materials and overhead, as well as operating
expenses such as wages and benefits.

Intellectual Property Rights — The Company has made significant expenditures to develop and acquire
technology and intellectual property rights. We actively patent and trademark these properties whenever
possible and will vigorously defend them against infringement. As sales of our products continue to grow
internationally, our exposure to intellectual property infringements in countries, where intellectual property rights
protections are less stringent will increase.

New Products and Services — The Company has made large investments in new products and services. There
are no assurances as to when future revenues from these products will be received, or that the ultimate profit
margins received will be adequate to justify the investment.

Timely Product Delivery — Continual development of new products and technologies as well as enhancements
to existing products is a core component of our long-term growth plans. Product development requires a time-
consuming and costly research and development process. Unexpected delays in this process may significantly
affect the timing of future revenues and increase costs.

General Economic Conditions — Many of our products are used for quality control purposes within a larger
manufacturing or production process. As such, our sales in some instances are linked to capital goods spending.
Additionally, over 40 percent of our sales are to customers outside of North America. Should there be a
prolonged slowdown in capital goods spending or changes in global economic conditions, our revenues and
profitability would be noticeably impacted. '

Competition — Our primary markets are well served and competitively priced. If we are not able to differentiate
our products and services in the market then competitive pressures may potentially impact our sales volumes,
pricing structure, gross margin, operating expenses an operating income.

Potential Tax Liabilities - The Company is subject to taxation in many jurisdictions in the United States,
Europe, and Asia. In the ordinary course of business, there are transactions and calculations where the ultimate
tax liability cannot be determined with certainty. Preparation of our income tax provision requires the use of
judgments as to how these transactions will be ultimately taxed. We believe our tax accruals are accurate
though the ultimate determination of these issues may be different from that which is reflected in our historical
provision and accruals. Should these determinations be different from what is previously recorded and additional
tax is assessed, those assessments would be recorded in the period in which they occur.

Business Disruptions — Manufacturing and service of much of our core color products is performed at our
headquarters facility in the United States. Should a catastrophic event occur at that facility the Company's ability
to manufacture product, complete exist orders, and provide other services would be severely impacted for an
undetermined period of time. The Company has purchased business interruption insurance to cover the costs of
an event of this magnitude. Our inability to conduct normal business operations for a period of time may have an
adverse impact on long-term operating results.

Currency Fluctuations — The Company’s international presence continues to grow. With this growth is the
requirement to conduct business in currencies other than the U.S. dollar. As these currencies fluctuate against
the dollar they may reduce the profitability of our products sold in those currencies or causes them to be non-
competitive in the market. Additionally, currency fluctuations may negatively impact the costs of conducting
business in certain locations.
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Off Balance Sheet Arrangements and Contractual Obligations

The Company has no significant off balance sheet transactions other than operating leases for equipment, real estate,
and vehicles. It also is not the Company'’s policy to issue guarantees to third parties. The following table summarizes the
Company’s future operating lease obligations by year. (in millions)

2005 $1.0

2006 $0.7

2007 $0.4

2008 $0.2

2009 $0.2
Other Matters

In November of 2001, the Company's Board of Directors adopted a Shareholder Protection Rights Plan (the "Plan"),
which became effective in the first quarter of 2002. The Plan is designed to protect shareholders against unsolicited
attempts to acquire control of the Company in a manner that does not offer a fair price to all shareholders.

Under the Pian, one purchase right automatically trades with each share of the Company's common stock. Each Right
entitles a shareholder to purchase 1/100 of a share of junior participating preferred stock at a price of $30.00, if any
person or group attempts certain hostile takeover tactics toward the Company. Under certain hostile circumstances, each
Right may entitle the holder to purchase the Company's common stock at one-half its market value or to purchase the
securities of any acquiring entity at one-half their market value. Rights are subject to redemption by the Company at
$.005 per Right and, unless earlier redeemed, will expire in the first quarter 2012. Rights beneficially owned by holders of
15 percent or more of the Company's common stock, or their transferees and affiliates, automatically become void.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company is exposed to a variety of risks including foreign currency exchange fluctuations, and market volatility in its
investment and insurance portfolios. In the normal course of business, the Company employs established procedures to
evaluate its risks and take corrective actions when necessary to manage these exposures. The Company is not a party
to any derivative instruments.

Foreign Exchange

Foreign currency exchange risks arise from transactions denominated in a currency other than the entity’s functional
currency and from foreign denominated transactions translated into U.S. dollars. The Company's largest exposures are
to the Euro and British Pound Sterling. As these currencies fluctuate relative to the dollar, it may cause profitability to
increase or decrease accordingly.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The following report, financial statements, and notes are included with this report:

Management's Report on Internal Control over Financial Reporting

Report of the Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting
Report of the Independent Registered Public Accounting Firm

Consolidated Balance Sheets

Consolidated Statements of Operations

Consolidated Statements of Shareholders' Investment

Consolidated Statements of Cash Flows

Notes to Consolidated Financial Statements

Management's Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as
such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and with the participation of
our management, including our Chief Executive Officer and Chief Financial Officer, we conducted an evaluation of the
effectiveness of our internal control over financial reporting as of January 1, 2005 based on the framework in Internal
Control--Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COS0). Based on that evaluation, our management concluded that our internal control over financial reporting was
effective as of January 1, 2005.

Management's assessment of the effectiveness of our internal control over financial reporting as of January 1, 2005 has

been audited by Emst & Young LLP, an independent registered public accounting firm, as stated in their report which
appears on page 27.
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Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting
The Board of Directors and Shareholders of X-Rite, Incorporated

We have audited management’s assessment, included in the accompanying Management's Annual Report on Internal
Control Over Financial Reporting, that X-Rite, Incorporated and subsidiaries maintained effective internal control over
financial reporting as of January 1, 2005, based on criteria established in Internal Control—Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). X-Rite, Incorporated
and subsidiaries’ management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on
management's assessment and an opinion on the effectiveness of the company’s internal control over financial reporting
based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonabie assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, evaluating management'’s assessment, testing and evaluating
the design and operating effectiveness of internal control, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the.
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal controi over financial reporting may not prevent or detect misstatements. Also,
projections of any evaiuation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, management'’s assessment that X-Rite, incorporated and subsidiaries maintained effective internal control
over financial reporting as of January 1, 2005, is fairly stated, in all material respects, based on the COSO criteria. Also,
in our opinion, X-Rite, Incorporated and subsidiaries maintained, in all material respects, effective internal control over
financial reporting as of January 1, 2005, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of X-Rite, Incorporated and subsidiaries as of January 1, 2005 and January 3,
2004, and the related consolidated statements of operations, shareholders’ investment, and cash flows for each of the

three years in the period ended January 1, 2005 of X-Rite, Incorporated and subsidiaries and our report dated March 9,
2005 expressed an unqualified opinion thereon.

Emst & Young LLP

Grand Rapids, Michigan

March 9, 2005
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders of X-Rite, Incorporated

We have audited the accompanying consolidated balance sheets of X-Rite, Incorporated, and subsidiaries as of January
1, 2005 and January 3, 2004, and the related consolidated statements of operations, shareholders’ investment, and cash
flows for each of the three years in the period ended January 1, 2005. Qur audits also included the financial statement
schedule listed in the Index at ltem 15(a). These financial statements and schedule are the responsibility of the
Company’'s management. Our responsibility is to express an opinion on these financial statements and schedule based
on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of X-Rite, Incorporated and subsidiaries at January 1, 2005 and January 3, 2004, and the consolidated results of
their operations and their cash flows for each of the three years in the period ended January 1, 2005, in conformity with
U.S. generally accepted accounting principles. Also, in our opinion, the related financial statement schedule, when
considered in relation to the basic financial statements taken as a whole, presents fairly in all material respects the
information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the effectiveness of X-Rite, Incorporated and subsidiaries’ internal control over financial reporting as of
January 1, 2005, based on criteria established in Internal Control—Integrated Framework issued by the Committee of

Sponsaring Organizations of the Treadway Commission and our report dated March 9, 2005 expressed an unqualified
opinion thereon.

Ernst & Young LLP

Grand Rapids, Michigan

March 9, 2005
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X-RITE, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands)

January 1, January 3,
2005 2004
ASSETS
Current assets:
Cash and cash equivalents $ 9,693 $ 10,752
Short-term investments 6,287 3,350
Accounts receivable, less allowance of
$1,470 in 2004 and $1,527 in 2003 : 27,998 22,815
inventories 14,892 16,014
Deferred taxes 1,982 1,656
Prepaid expenses and other current assets 1,384 1,526
62,236 56,113
Property plant and equipment:
Land 2,278 2,278
Buildings and improvements 17,217 17,123
Machinery and equipment 20,132 17,136
Furniture and office equipment 19,742 18,524
Construction in progress 986 696
60,355 55,757
Less accumulated depreciation (37.242) (35.564)
23,113 20,193
Other assets:
Cash surrender values (founders’ policies) 25,815 21,044
Goodwill 7432 7,008
Capitalized software (net of accumulated amortization
of $1,712 in 2004 and $5,943 in 2003) 5,005 3,727
Deferred taxes 4,555 5,662
Other noncurrent assets 6,137 5,936
48,944 43,377
$134.293 $119,683

The accompanying notes are an integral part of these statements.
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X-RITE, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS - Continued
(in thousands, except share and per share data)

‘ January 1, January 3,
- ‘ 2005 2004
LIABILITIES AND SHAREHOLDERS' INVESTMENT
Current liabilities:
Accounts payable S $ 4,470 $ 4,574
Accrued liabilities:
Payroll and employee benefits : : 6,883 8,501
Income taxes 3,246 2,378
Other 2,846 2,761
17,445 18,214
Long-term liabilities: .
Value of shares subject to redemption agreements;
3,420,000 shares issued and outstanding in 2003 ‘ - 34,857
Deferred gain on sale of assets ‘ 384 -
384 34,857
Shareholders’ investment:
Preferred stock, $.10 par value, 5,000,000 shares
authorized; none issued - -
Common stock, $.10 par value, 50,000,000 shares
authorized; 20,952,964 shares issued and outstanding in
2004 and 17,143,325 shares issued and outstanding
in 2003 not subject to redemption agreements 2,095 1,714
Additional paid-in capital 13,792 9,350
Retained earnings 98,177 53,627
Accumulated other comprehensive income 2,810 1,944
Stock conversion program (410) {23)
116,464 66,612
$134,293 $119.683

The accompanying notes are an integral part of these statements.
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X-RITE, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

For the Year Ended
January 1, January 3, December 28,
2005 2004 2002
Net sales $126,241 $117,144 $98,468
Cost of sales 44 903 42,410 36,899
Gross profit 81,338 74,734 61,569
Operating expenses:
Selling and marketing 33,541 31,519 27,769
General and administrative 16,809 17,239 14,993
Research, development and engineering 15,170 14,605 12,376
Goodwill and other long lived asset impairments - 2,642 -
65,520 66,005 55,138
Operating income 15,818 8,729 6,431
Interest income (expense), Founders' stock redemption 657 (657) -
interest expense, Founders’ stock dividend (342) (171) -
Other, net {173) : 40 33
Write-down of other investments - (3,662) (7,237)
Income (loss) before income taxes 15,960 4,279 (773)
income taxes (benefit) 3,536 (1,202) 1,021
Income (loss) before cumulative effect
of change in accounting principle 12,424 5,481 (1,794)
Cumulative effect of change in accounting
principle - - (7.615)
Net income (loss) $12424 $ 5481 $(9,409)
Earnings (loss) per share — basic:
Earnings (loss) before cumulative effect of
change in accounting principle $.60 $.27 $(.09)
Cumulative effect of change in accounting
principle - - (.38)
$.60 $.27 $(47)
Earnings (loss) per share — diluted:
Earnings (loss) before cumulative effect of
change in accounting principle $.59 $.27 $(.09)
Cumulative effect of change in accounting
principle ' - - (.38)
$.59 $.27 $(.47)

The accompanying notes are an integral part of these statements.
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X-RITE, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ INVESTMENT
(in thousands, except share data)

Accumulated

Additional Other Stock Total
Common  Paid-in Retained Comprehensive Conversion Shareholders’
Stock Capital Earnings _Income (Loss) Program Investment
BALANCES, 12/29/01 $1,676 $5,792 $61,431 $(2,208) $ (362) $66,329
Net loss - - (9,409) - - {9,409)
Translation adjustment - - - 2,036 - 2,036
Unrealized loss on short-
term investments (net
of tax of $86) - ' - - (158) - __(158)
Total comprehensive income (7,531)
Cash dividends declared
of $.10 per share - - (2,021) - - (2,021)
Issuance of 58,049 shares
of common stock under
employee benefit plans 6 403 - - - 409
Repurchase of 15,642
shares of common stock 2 (139) - - - (141)
Stock conversion program - - - - 103 103
BALANCES, 12/28/02 1,680 6,056 50,001 (330) (259) 57,148
Net income - - 5,481 - - 5,481
Translation adjustment - - - 2,060 - 2,060
Unrealized loss on short-
term investments {net
of tax of $115) - - - 214 - 214
Total comprehensive loss 7,755
Cash dividends declared
of $.10 per share - - (1,855) - - (1,855)

Issuance of 81,690 shares

of common stock under

employee benefit plans 8 761 - - - 769
Issuance of 252,780 shares of

common stock pursuant

to acquisitions 25 2,475 - - - 2,500
Stock conversion program 1 58 - - 236 295
BALANCES, 1/3/04 1,714 9,350 53,627 1,944 (23) 66,612
Net income - - 12,424 - - 12,424
Translation adjustment - - - 853 - 853
Unrealized gain on short-

term investments (net

of tax of $9) - - - 13 - 13
Total comprehensive income 13,290
Cash dividends declared : o

of $.10 per share - - (1,732) - - (1,732)
Issuance of 341,946 shares

of common stock under

employee benefit plans 34 3,686 - - - 3,720
Cancellation of Founders’

Shares Redemption Program 342 - 33,858 - - 34,200
Stock conversion program 5 756 - - (387) 374
BALANCES, 1/1/05 $2,005 §$13792  $88.477 $2.810 $(410) $116,464

The accompanying notes are an integral part of these statements.
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X-RITE, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

For the Year Ended
January 1, January 3, December 28,
2005 2004 2002

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $12,424 $5,481 $(9,409)
Adjustments to reconcile net income (loss) to net
cash provided by operating activities:

Cumulative effect of change in accounting principle - - 7,615
Depreciation and amortization 6,036 6,017 5,575
Allowance for doubtful accounts 163 606 281
Deferred income taxes 772 (4,148) 774
Asset impairment - 2,642 -
Change in value of shares subject to
redemption agreements (657) 657 -
Write-down of other investments - 3,662 7,237
Other 715 491 108
Changes in operating assets and liabilities
net of effects from acquisitions:
Accounts receivable (4,522) (1,688) (7,239)
Inventories 1,635 (665) 1,394
Prepaid expenses and other current assets (245) (538) (164)
Accounts payable (179) 908 1,546
Income taxes payable 865 241 6,248
Other current and non current liabilities (1,691) 4,617 819
Net cash provided by operating activities 15,318 18,283 14,785
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from maturities of short-term investments 2,685 75 3,020
Proceeds from sales of short-term investments 70 7,234 11,762
Purchases of short-term investments {5,670) {2,850) (6,810)
Capital expenditures (6,298) (3,358) (2,230)
Acquisitions, less cash acquired (712) (9,329) -
Investment in founders’ life insurance (4,771) (4,921) (2,926)
Increase in other investments - (312) (2,113)
Increase in other assets (3,313) (2,868) (1,697)
Other investing activities 267 227 100
Net cash used for investing activities (17,742) (16,102) (894)
CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends paid (1,732) (1,855) (2,021}
Issuance of common stock 3,168 555 375
Repurchase of common stock - - (11.341)
Net cash provided by (used for) financing activities 1,436 (1,300) (12,987)
EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS (69) (229) 32
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS (1,059) 652 936
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 10,752 10,100 9,164
CASH AND CASH EQUIVALENTS AT END OF YEAR $9.693 $10,752 $10,100

The accompanying notes are an integral part of these statements.

33




X-RITE, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1--THE COMPANY AND OTHER INFORMATION

X-Rite, Incorporated and its subsidiaries develop, manufacture, market, and support a wide range of hardware, software,
and services that measure, communicate, and simulate color. The Company’s principal products are proprietary, end-to-
end solutions that utilize advanced optical and electronic sensing instruments and complimentary software. The markets
served include Graphic Arts, Retail, and Industrial. Based on the nature of its products, customers and markets, the
Company’'s management evaluates its business as a single reportable operating segment.

Products are sold worldwide through the Company's own sales personnel and through independent sales representatives
and dealers. The Company is headquartered in Grandville, Michigan and has other domestic operations in New
Hampshire and Massachusetts. In addition, the Company has locations in Germany, England, Hong Kong, the Czech
Republic, France, ltaly, China and Japan. Manufacturing facilities are located in the United States and Germany.

Sales to customers are attributed to the geographic areas based upon the location of the customer. Long-lived assets
consist of plant and equipment (in thousands):

- 2004 2003 2002

Domestic sales:
U.S. operations $ 67,053 $ 66,350 $56,123
International sales:
U.S. operatians export sales

to.unaffiliated customers 14,497 13,351 12,165
Foreign subsidiary sales —_ 44,691 37,443 30,180
59,188 50,794 42,345

$126241  §117.144  $98.468

Long lived assets:

U.S. operations : $22,136 $19,251 $19,397
International 977 942 1.730

23113 $20193 $21.127

No single customer accounted for more than 10 percent of total net sales in 2004, 2003 or 2002.
NOTE 2--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the accounts of X-Rite, Incorporated and its subsidiaries. Al mter-company
accounts and transactions have been eliminated. The Company’s fiscal year ends on the Saturday closest to December
31. The fiscal year ended January 3, 2004, (fiscal year 2003) consisted of 53 weeks. The fiscal years ended January 1,
2005 (fiscal year 2004) and December 28, 2002, contained 52 weeks each. .

Cash and Cash Equivalents '
The Company considers all highly liquid financial instruments with maturities of three months or less when purchased to

be cash equivalents.

Accounts Receivable Allowances

Accounts receivable allowances are based on known customer exposures, historic credit experience, and the specific
identification of potentially uncollectible accounts. In addition to known or judgmental components, a policy that
consistently applies reserve rates based on the age of outstanding accounts receivable is followed. Actual collections
may differ, requiring adjustments to the reserves.



X-RITE, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Inventories

Inventories are stated at the lower of cost, determined on a first-in first-out basis, or market. Reserves are established for
excess and obsolete inventory, based on material movement and a component of judgment for current events such as
market conditions or technologicat advancement. Components of inventories are summarized as follows (in thousands):

2004 2003
Raw materials $ 5541 $ 5433
Work in process 4,406 4,090
Finished goods. ‘ 4,945 6.491
: $14.892

Property, Plant, and Eguipment and Depreciation

Property plant and equipment are stated at cost and include expenditures for major renewals and betterments.
Maintenance and repairs that do not extend the lives of the respective assets are charged to expense as incurred.
Depreciation expense is computed using the straight-line method over the estimated useful lives of the related assets.
Estimated depreciable lives are as follows: buildings and lmprovements 5 to 40 years; machinety and equipment, 3 to 10
years; and furniture and office equipment, 3 to 10 years.

Software Development Costs

Development costs incurred for research and development of new software products, and enhancements to existing
software products are expernised as incurred until technological feasibility is achieved. After technological feasibility is
achieved, any additional development costs are capitalized and amortlzed using the straight-line method over a three-
year period.

The Company capitalized $3.3, $2.9 and $1.7 million of software development costs during 2004, 2003 and 2002,
respectively. Amortization expense was $2.0, $2.0 and $1.6 million in 2004, 2003 and 2002, respectively.

Goodwill

The Company adopted Fmancnal Accounting Standards Board Statement (SFAS) No.142, Goodwill and Other Intangible
Assets effective December 30, 2001. SFAS No. 142 requires companies to discontinue amortizing goodwill and certain
intangible assets deemed to have an indefinite useful life. Instead, companies are required to review goodwill and
intangible assets with an indefinite useful life for impairment annually, or more frequently if indicators of impairment occur.
The Company is required to test the carrying value of goodwill impairment at the reporting unit level.

Long Lived Assets ‘

In accordance with SFAS No. 144, Accounting for the Impairment and Disposal of Long-Lived Assets, the Company
evaluated the recoverability of its long-lived assets by determining whether unamortized balances could be recovered
through undiscounted future operating cash flows over the remaining lives of the assets. {f the sum of the expected future
cash flows was less than the carrying value of the assets, an impairment loss would be recognized for the excess of the
carrying value over the fair-value. The estimated fair value is determined by discounting the expected future cash flows at
a rate that is required for a similar investment with like risks.

in December of 2003, the Company elected to exit the shape measurement business due to continued disappointing
sales results. In connection with this decision an impairment charge of $2.6 milfion was recorded. This charge consisted
of $1.9 million of goodwill and $0.7 million of other long-lived assets. On June 30, 2004 the Company sold the primary
assets of this business for $0.8 million (See Note 9).
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X-RITE, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

- NOTE 2--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Investments Carried at Cost

In 2000, the Company formed a strategic venture capital group XR Ventures, LLC (XRV), whose mission was to direct
and manage the Company’s investments in start up companies in the high technology field. The Company retained a
majority interest in XRV with the minority interest held by its mangers, Mr. James A. Knister and Dr. Peter M. Banks. Mr.
Knister and Dr. Banks are also members of the Board of Directors of X-Rite, Incorporated. The Company funded
acquisitions made by XRV and in exchange, will receive its investment back in full before any distributions are made.
Subsequent to its formation, XRV has made investments in eleven different entities totaling $12.0 million. Each
investment represented less than 20 percent of the ownership of the respective investee. Because the Company is
unable to exercise significant influence over the operating and financial policies of each respective investee, the
investments were recorded at cost. The Company periodically evaluated the carrying value of each investment to
determine whether a decline in fair value below the respective cost has occurred. If the decline was determined to be
other than temporary, the carrying valus was adjusted to the then current fair value and a loss was recognized. At
various times in 2003 2002 and 2001, the Company performed comprehensive assessments of the continuing value of
each XR Ventures investment. Based on the continued erosion of the venture capital markets and the network
middleware and tele/data communications sectors of the economy, the Company concluded that the value of certain
investments had been permanently impaired. Therefore, the Company recorded charges of $0.1, $0.2 and $3.4 million in
March, June and December of 2003 respectively, for a total of $3.7 million for the year. The Company recorded charges
of $6.6 and $0.6 million in June and December 2002, respectively, for a combined total of $7.2 million for the year.

In 2002 and 2001, the Company concluded that it may not be able to realize tax benefits related to these impairments
therefore it did not record a tax benefit at that time. In 2003, the Company re-evaluated this position and concluded that
the execution of certain qualified tax strategies which the Company is capable of completing, would allow for the
realization of these tax benefits. Accordingly, a tax benefit of $2.8 million was recorded in the fourth quarter of 2003
related to the prior year’s impairments.

At January 3, 2004, all venture capital investments have been impaired. Although XRV continues to hold positions in
several portfolio companies, no future investments will be made except where necessary to protect an existing position.

Income Taxes

The provision for income taxes is based on earnings reported in the financial statements. Deferred income taxes are
recognized for all temporary differences between tax and financial reporting, and are measured using the enacted tax
rates expected to apply to the taxable income in the years in which those temporary differences are expected to reverse.

Revenue Recognition
Revenue is recognized when earned in accordance with applicable accounting standards. Revenue from sales of

products and services is recognized when a purchase order has been received, the product has been shipped or the
service has been performed, the sales price is fixed and determinable and collection of any resulting receivable is
probable.

Advertising Costs
Advertising costs are charged to operations in the period incurred and totaled $0.8, $0.8 and $1.0 million in 2004, 2003

and 2002, respectively.
Self-Insurance Reserves

The Company is self insured up to certain limits for costs associated with benefits paid under health care programs for its
domestic employees. The measurement of these costs requires the consideration of historic loss experience and
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X-RITE, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Self-lnsurance Reserves-continued

judgments about the present and expected levels of costs per claim. These costs are accounted for through actuarial
methods, which develop estimates of the undiscounted liability for claims incurred, including those claims incurred but not
reported. This method provides estimates of future ultimate claim costs based on claims incurred as of the balance sheet
date.

Stock Option Plans

At January 1, 2005, the Company has employee and outside director stock option pfans which are described more fully in
Note 7. The Company follows Accounting Principles Board (APB) Opinion No. 25 “Accounting for Stock Issued to
Employees”, in accounting for its stock option plans. Under Opinion No. 25, no compensation expense is recognized
because the exercise price of the Company's stock option equals the market price of the underlying stock on the date of
the grant. Had compensation cost for the Company's stock based compensation plans been determined based on fair
value at the grant dates for the awards under those plans consistent with the method of SFAS No. 123, Accounting for
Stock Based Compensation, the Company’s net earnings and net earnings per share would have been as follows:

Net income (loss) 2004 2003 2002
As reported $12,424 $5,481 $ (9,409)
Deduct: Compensation expense

fair value method (net of tax) (1.205) {943) (827)
Pro forma net earnings (loss) $11.219 $4,538 $(10,036)

Basic net earnings (loss) per share:

As reported $.60 $.27 $(.47)
Pro forma $.54 $.22 $(.50)

Diluted net earnings (loss) per share;

As reported $.59 $.27 $(47)
Pro forma $.53 $.22 $(.50)

The weighted-average fair value per share of options granted during 2004, 2003 and 2002 estimated on the date of grant
using the Black Scholes pricing model was $5.78, $4.00, and $3.68 respectively. The fair value of options granted was
estimated on the date of grants using the following assumptions:

2004 2003 2002
Dividend yieid 1.0% - 1.2% 1.1% -1.2% 1.0%
Volatility 55% -58% 52% - 55% 55%
Risk - free interest rates 3.1%-3.8% 2.4%-3.2% 4.0% - 4.5%
Expected term of options 5-6 years 5 years 5 years

Black Scholes is a widely accepted option-pricing model and conforms to accounting principles generally accepted in the
United States. The Black Scholes model is a trading option-pricing mode! that neither considers the non-traded nature of
employee’s stock options, nor the restrictions on trading, lack of transferability or the ability of the employees to forfeit
options prior to expiration. If the model adequately permitted consideration of these characteristics, the resulting estimate
of the Company’s stock options may be different.

Per Share Data

Basic earnings per share (“EPS”) are computed by dividing net income by the weighted-average number of common
shares outstanding in each year. Diluted EPS is computed by dividing net income by the weighted- average number of
common shares outstanding plus all shares that would have been outstanding if every potentially dilutive common share
had been issued. The following table reconciles the numerators and denominators used in the calculations of basic and
diluted EPS for each of the last three years:
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Per Share Data, continued

2004 2003 2002
Numerators:
Net income (loss) numerators for both
basic and diluted EPS (in thousands) $12.424 $5.481 $(9.409)

Denominators:
Denominators for basic EPS
Weighted-average common
shares outstanding 20,770,194 20,390,692 20,211,200
Potentially dilutive shares
Shares subject to redemption

agreements (see Note 8) - 89,912 -
Stock options 338,515 132,172 -
Denominators for diluted EPS 21,108,709 20612776 20,211,200

Certain exercisable stock options were excluded from the calculations of diluted EPS because option prices were greater
than average market prices for the periods presented. The number of stock options excluded from the calculations and
the ranges of exercise prices were 609,100 and $14.50 - $19.50 in 2004, and 903,500 and $11.00 - $19.50 in 2003. In
2002, the Company incurred a loss; therefore, potentially dilutive shares are not included, as they would have an anti-
dilutive effect on loss per share. Had the Company not recorded a loss, the number of stack options excluded in the
computation of diluted EPS and the range of exercise prices would have been 1,333,400 and $7.38 — $19.50.

Foreign Currency Translation
Most of the Company’s foreign operations use the local currency as their functional currency. Accordingly, foreign

currency balance sheet accounts are franslated info U.S. dollars at the exchange rate in effect at year-end, and income
statement accounts are translated at the average rate of exchange in effect during the year. The resulting translation
adjustments are recorded as a component of accumulated other comprehensive income {loss) in the statements of
shareholders’ investment. Gains and losses arising from re-measuring foreign currency transactions into the functional
currency are included in the determination of net income. Net realized and unrealized gains (losses) from re-
measurement of foreign currency transactions were $(0.3), $0.06 and $(0.05) million for 2004, 2003 and 2002,
respectively.

Fair Value of Financial Instruments
The carrying value of the Company’s financial instruments included in current assets and current liabilities approximates
fair value due to their short-term nature.

Use of Estimates

The preparation of the Company’s consolidated financiai statements requires the use of estimates and assumptions that
affect the reported amounts of assets and liabilities, the reported amounts of revenues and expenses and the disclosure
of contingent liabilities. Management makes its best estimate of the ultimate outcome for these items based on the
historic trends and other information available when the financial statements are prepared. Changes in estimates are
recognized in accordance with the accounting rules for the estimate, which is typically in the period when new information
becomes available to management. Actual results could differ from those estimates; however, management believes that
any subsequent revisions to estimates used would not have a material effect on the financial condition or resuits of
operations of the Company.

New Accounting Standards
in November 2004, the FASB issued SFAS No. 151, “Inventory Costs” (SFAS 151). This Statement amends the

guidance in ARB No. 43, Chapter 4, “Inventory Pricing,” to clarify the accounting for abnormal amounts of idle facility
expense, freight, handling costs, and wasted material (spoilage). SFAS 151 requires that those items be recognized as
current-period charges. In addition, this Statement requires that allocation of fixed production overheads to the costs of
conversion be based on the normal capacity of the production facilities. The provisions of SFAS 151 are effective for
inventory costs incurred after June 15, 2005. The Company is currently evaluating the impact of SFAS 151 on its
consolidated financial statements.
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New Accounting Standards- continued
In December 2004, the FASB issued a revision of SFAS No. 123, “Share-Based Payment” (SFAS 123(R)), which

supersedes APB Opinion No. 25, “Accounting for Stock Issued to Employees”. This statement focuses primarily on
transactions in which an entity obtains employee services in exchange for share-based payments. Under SFAS 123(R) a
public entity is generally required to measure the cost of employee services received in exchange for an award of equity
instruments based on the grant date fair value of the award, with such cost recognized over the applicable vesting period.
In addition, SFAS 123(R) requires an entity to provide certain disclosures in order to assist in understanding the nattre of
share based payment transactions and the effects of those transactions on the financial statements. The provisions of
SFAS 123(R) are required to be applied as of the beginning of the first interim or annual reporting period that begins after
June 15, 2005. While the Company currently discloses the pro-forma earnings effects of its stock awards, it is currently
evaluating the impact the implementation guidance and revisions included in SFAS 123(R) will have on its consolidated
financial statements.

FASB Staff Position (“FSP”) No. 109-2, Accounting and Disclosure Guidance for the Foreign Earnings Repatriation
Provision within the American Jobs Creation Act of 2004 (“FSP 109-2”), provides guidance under FASB Statement No.
109, Accounting for Income Taxes, with respect to recording the potential impact of the repatriation provisions of the
American Jobs Creation Act of 2004 (the “Jobs Act”) on enterprises’ income tax expense and deferred tax liability. The
Jobs Act was enacted on October 22, 2004. FSP 109-2 states that an enterprise is allowed time beyond the financial
reporting period of enactment to evaluate the effect of the Jobs Act on its plan for reinvestment or repatriation of foreign
earnings for the purposes of applying FASB Statement No. 109. The Company has not yet completed evaluating the
impact of the repatriation provisions. Accordingly, as provided for in FSP 109-2 we have not adjusted our tax expense or
deferred tax liability to reflect the repatriation provisions of the Jobs Act.

Reclassifications
Certain prior year information has been reclassified to conform to the current year presentation.

NOTE 3--SHORT-TERM INVESTMENTS

The Company classifies all of its short-term investments as available-for-sale securities. Such short-term investments
consist primarily of state and municipal securities, mutual funds, corporate bonds and preferred stocks, which are stated
at market value with unrealized gains and losses on such securities reflected net of tax as other comprehensive income
(loss) in shareholders’ investment. Realized gains and losses are included in earnings and are derived using the specific
identification method for determining the cost of the securities. It is the Company's intent to maintain a liquid portfolio to
take advantage of investment opportunities; therefore, all securities are considered available-for-sale and are classified
as current assets. The Company’s short-term investments are generally due on demand without specific maturities.

The carrying value of the Company's investments is as follows (in thousands):

2004 2003
Market Market
Cost Value Cost Value
Investments:

State and municipal securities . $5,220 $5,220 $2,305 $2,305
Mutual funds . . 1,530 1,058 1,530 1,036

Corporate bonds - - - -
Preferred stocks 10 9 10 9
’ 6,760 6,287 3,845 3,350

Unrealized losses (473) - (495) -
Totals $6.287 - $6.287 $3,350 $3.350

Management has réviewed the unrealized losses in the Company’s mutual fund holdings as of January 1, 2005, and has
determined that they are temporary in nature; accordingly, no permanent losses have been recognized as of that date.
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As discussed in Note 2, the Company adopted SFAS No. 142, “Goodwill and Other Intangible Assets’, effective
December 30, 2001. SFAS No. 142 requires companies to discontinue amortizing goodwill and certain intangible assets
with an indefinite life. Instead, companies are required to review goodwill and intangible assets with an indefinite useful
life for impairment at least annually or more frequently if indicators of impairment occur. Goodwill impairment exists if the
net book value of a reporting unit exceeds its estimated fair value.

In 2003, the Company completed two acquisitions for which goodwill was recorded (See Note 9). In April 2003, X-Rite,
Ltd. recorded $1.1 million of goodwill in connection with its acquisition of the ccDot meter product line of Centurfax Ltd. for
$1.56 million. In July 2003, X-Rite, Incorporated recorded $5.5 million of goodwill in connection with its acquisition of
Monaco Systems, Inc. valued at $11.0 million in cash and stock. Annual impairment testing of the goodwill for these
acquisitions was conducted in the fourth quarter of 2004 which resulted in no impairment of goodwill.

In December of 2003, the Company elected to exit the shape measurement business due to continued disappointing
sales results. In connection with this decision an impairment charge of $2.6 million was recorded. This charge consisted
of $1.9 million of goodwill and $0.7 million of other long-lived assets. On June 30, 2004, the Company sold the primary
assets of this business for $0.8 million (see Note 9).

During 2002, the Company completed steps one and two of the transitional testing required by SFAS No. 142 as well as
the annual impairment testing requirement. Step two testing was completed with the assistance of an independent
valuation firm during the fourth quarter of 2002. The Company evaluated goodwill using three reporting units, Labsphere
and Optronik combined, Coherix, and X-Rite Mediterranee.

Upon completion of the step two transitional testing for the Labsphere and Optronik combined reporting unit, it was
determined that an impairment of goodwill had occurred, therefore a non cash charge of $7.6 miliion, or 38 cents per
share was recorded and classified as a cumulative effect of change in accounting principle as required by SFAS No. 142.
This charge was not tax benefited due to the majority of the underlying goodwill not previousiy being deductible (see Note
8). The decline in fair value of the Labsphere and Optronik reporting unit was primarily attributable to a decline in
revenue and profitability for the unit. This decline has led to a reduction in the three to five year projection of operating
earnings for the unit. The fair value of the remaining reporting units exceeded their net book value; therefore, no
impairment charges were recorded for these units at the time. In calculating the impairment charge, the fair value of the
reporting unit was determined by using a discounted cash flow analysis. This methodology was selected over the market
value approach, due to a lack of comparable competitor data availability, which is necessary to compiete a market value
study.

A summary of changes in goodwill for the years ending January 3, 2004 and January 1, 2005, respectively, by reporting
unit is as follows (in thousands):

X-Rite, X-Rite, Monaco

Incorporated  Mediterranee X-Rite, Ltd. Systems Coherix Total
Balances December 28, 2002 $ - $194 $ - $ - $ 1,941 $2.135
Acquisitions - - 1,108 5,532 - 6,640
Foreign Currency Adjustments - 39 135 - -
Impairments - - - - (1,941) {1,941
Balances January 3, 2004 $ - $233 $1,243 $5,532 $ - $ 7,008
Acquisitions 303 - - - -
Foreign Currency Adjustments - 21 100 - -
Balances January 1, 2005 $303 $254 $1.343 $5,6832 $ - $7432

The Company includes its acquired intangible assets in other noncurrent assets on the Consolidated Balance Sheets.
Amortization expense is recorded on a straight-line basis with expected lives that vary from five to fifteen years.
Amortization expense was $0.6, and $0.3 and $0.2 million for 2004, 2003 and 2002, respectively.
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The following amounts were included in other intangible assets, net as of January 1, 2005 and January 3, 2004.
(in thousands)

2005 2004

Accumulated Accumulated

Assets Amortization Assets  Amortization

Customer relationships $2,780 $ (395) $2,548 $(140)
Trademarks and trade names 1,025 (123) 974 (42)
Technology and patents 961 (383) 932 (211)
Covenants = - 876 (199) 604 {71)
Total $5.442 $(1.100) $5,058 $(464)

Amortization is computed principally by the straight-line method over the estimated useful lives of the intangible assets as
follows: :

Customer relationships 3to 15 years
Trademarks and trade names 510 15 years
Technology and patents 3to 5 years
Covenants 3to 5 years

Estimated amortization expense for intangible assets for each of the succeeding five years is as follows: (in thousands)

2005 $648
2006 ‘ 646
2007 627
2008 394

2009 240
NOTE 5--REVOLVING CREDIT AGREEMENT
The Company maintains a revolving line of credit agreement with a bank, which provides for maximum borrowings of $25
million with:variable interest at LIBOR plus 75 to 100 basis points as defined in the agreement, (3.15% at January 1,
2005). The borrowings are unsecured and no compensating balances are required under the agreement. There were no
significant borrowings under this agreement during 2004, 2003 or 2002.
NOTE 6-INCOME TAXES

The provision (benefit) for income taxes consisted of the following (in thousands):

. 2004 2003 2002
Current:”
Federal $2,467 $ 2,521 $192
State 250 200 157
Foreign 38 110 (16)
’ 2,755 2,831 333
Deferred:
Federal 781 (4,033) 688
$3.536 $(1.202) $1.021
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Major components of the Company’s deferred tax assets and liabilities are as follows (in thousands):

2004 2003
Assets:
inventory reserves $ 934 $ 813
Accounts receivable reserves 265 311
Amortization of intangible assets 2,161 2,411
Impairment reserves 3,712 3,462
Financial accruals and reserves
not currently deductible ‘ 2,760 2,299
9,832 9,296
Valuation allowance 229) 332)
Deferred income tax assets 9.603 8.964
Liabilities:
Depreciation 1,216 367
Software development costs 1,752 1,171
Deferred expenses 98 108
Deferred income tax fiabilities 3,066 1,847
Net deferred income tax assets $6.537 $7,318

In 2002, valuation reserves of $2.8 million were recorded in connection with the write downs of the XRV investment
portfolic in 2001 and 2002. At that time, the Company was not assured that these write downs would be fully deductible
and a valuation allowance was established. In the December 2003, a qualified tax strategy was put in place that would
allow for the ultimate realization of these benefits, and the valuation allowance was reversed.

The following table represents a reconciliation of income taxes at the United States statutory rate with the effective rate as
follows (in thousands):

2004 2003 2002

Income taxes (benefit) computed at statutory rate of 35%  $ 5,586 $ 1,498 $ (271)
Increase (decrease) in taxes resulting from:

Founder’s stock redemption program (267) 81 489

Change in valuation reserves (103) (2,803) 3,135

Foreign sales corporation (839) (569) (816)

Research tax credits (1,274) (300) (260)

Other 433 891 (1,256)

$ 3,536 $(1.202) $1,021
Cash (refunded) or expended for income taxes was $1.4, $2.7 and $(5.9) million in 2004, 2003 and 2002, respectively.

The Company does not have material undistributed earnings from non- U.S. operations as of January 1, 2005, therefore
has not provided for U.S. federal income and foreign withholding taxes on such earnings as they are intended to be
reinvested indefinitely outside of the United States. Where excess cash has accumulated in non-U.S. subsidiaries and it
is advantageous for business operations, tax or cash reasons, subsidiary earnings would be remitted. If these earnings
were distributed, foreign tax credits may become available under current law to reduce or eliminate the resulting U.S.
income tax liability. The Company has not reevaluated its position with respect to the indefinite reinvestment of foreign
earnings to take into account the possible election of the repatriation provisions contained in the American Jobs Creation
Act of 2004. The status of this evaluation of these provisions is described in the following section.
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The American Jobs Creation Act of 2004 (the "Jobs Act"), enacted on October 22, 2004, provides for a temporary 85%
dividends received deduction on certain foreign earnings repatriated during a one-year period. The deduction would
result in an approximate 5.25% federal tax rate on the repatriated earnings. To qualify for the deduction, the eamnings
must be reinvested in the United States pursuant to a domestic reinvestment plan established by a Company's Chief
Executive Officer and approved by the Company's board of directors. Certain other criteria in the Jobs Act must be
satisfied as well. The Company's one-year period during which the qualifying distributions can be made is fiscal 2005.

The Company is in the process of evaluating the amount of foreign earnings that will be repatriated, if any, under the
repatriation provisions of FSP 109-2, but has yet to determine the impact of a qualifying repatriation, should it choose to
make one, on its income tax expense for 2005, the amount of its undistributed foreign earnings, or the amount of its
deferred tax liability with respect to foreign earnings. The Company is awaiting the issuance of further regulatory
guidance and passage of statutory technical corrections with respect to certain provisions in the Jobs Act prior to
determining the amounts if any, it will repatriate. The Company expects to complete its evaluation to determine the
amounts and sources of foreign earmnings to be repatriated, if any, during the third quarter of 2005.

NOTE 7--EMPLOYEE BENEFIT AND STOCK PLANS

The Company maintains 401(k) retirement savings plans for the benefit of substantially all full time U.S. employees.
Investment decisions are made by individual employees. Investments in Company stock are not allowed under the plans.
Participant contributions are matched by the Company based on applicable matching formulas. The Company's matching
expense for the plans was $0.6, $0.5 and $0.4 million in 2004, 2003 and 2002, respectively.

The Company may sell up to one million shares of common stock to its employees under an employee stock purchase
plan. Eligible employees who participate purchase shares quarterly at 85 percent of the market price on the date
purchased. During 2004, 2003 and 2002, employees purchased 13,0086, 26,690, and 28,549 shares, respectively. The
weighted average fair value of shares purchased was $14.65, $9.47, and $8.36 in 2004, 2003 and 2002, respectively. At
January 1, 2005, 991,138 shares were available for future purchases.

The Company has two stock option plans covering 4.0 million shares of common stock. These plans permit options to be
granted to key employees and the Company's Board of Directors. Options are granted at market price on the date of
grant and are exercisable based on vesting schedules of six months to two years, which is determined at the time of
grant.

No options are exercisable after ten years from the date of grant. At January 1, 2005, 3.3 million shares were available
for future granting. A summary of shares subject to options follows:

2004 2003 2002

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise

Shares Prices Shares Prices Shares Prices
Outstanding at beginning of year 2,067,461 $11.25 1,854,600 $11.62 1,687,400 $12.11
Granted : 320,500 1349 362,961 871 252,500 7.68
Exercised (313,500) 8.99  (44,000) 7.28  (25,000) 6.93
Canceled (16,000) 13.95 _(106,100) 10.73 __(60,300) 10.73
Outstanding at end of year 2,058,461 11.93 2,067,461 11.25 1,854,600 11.62
Exercisable at end of year 1.638.461 11.75 1,678,910 11.84 1,582,100 12.24
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A summary of stock options outstanding at January 1, 2005 follows:

Qutstanding Exercisable
Weighted

Weighted  Average Weighted
Average Remaining Average
Exercise Contractual Exercise

Price Ranges Shares Price _ Life {Years) Shares Price
$6.38-%8.61 571,410 $7.31 6.3 569,410 $7.31
9.11 -11.36 456,051 9.69 71 357,051 , 9.62
13.00 - 15.00 550,500 13.66 . 6.3 231,500 .13.88
15.63 - 19.50 480,500 17.56 1.6 480,500 17.56
2.058.461 11.93 54 1,638,461 1175

The Company has a Cash Bonus Conversion Plan covering 400,000 shares of stock. This plan provides an apportunity
for certain executives of the Company to purchase restricted stock at 50 percent of market value, in an amount equal to
their annual cash bonus. Shares are issued in the name of the employee, who has all rights of a shareholder, subject to
certain restrictions on transferability and a risk of forfeiture. The forfeiture provisions lapse by 20 percent after six months
and an additional 20 percent annually thereafter. During 2004, 68,845 shares were issued under this plan, no shares
were forfeited, and forfeiture provisions expired on 29,599 shares. At January 1, 2005, 66,741 shares remain subject to
forfeiture provisions and restrictions on transferability. During 2003, 5,330 shares were issued.under this plan, no shares
were forfeited, forfeiture provisions expired on 35,703 shares, and restrictions were lifted on 32,352 shares that were due
to expire in 2004 and 2005. During 2002, no shares were issued under this plan, no shares were forfeited, and the
forfeiture provisions expired on 56,993 shares.

The difference between the purchase price and the fair value of the restricted stock at the date of purchase, if any, for
remaining shares subject to forfeiture provisions has been recorded as unearned compensation. This amount is included
as a separate component of permanent shareholders’ investment under the caption Stock Conversion Program. The
unearned compensation is being charged to expense as the forfeiture provisions lapse. The Company also has a
restricted stock plan covering 400,000 shares of common stock. Shares awarded under this pian entitle the shareholder
to all rights of common stock ownership except that the shares may not be sold, transferred, pledged exchanged or
otherwise disposed of during the restriction period. The restriction period is determined by a committee, appointed by the
Board of Directors, but in no event shall have a duration period in excess of ten years. Shares awarded were 15,440,
11,000, and 4,500 in 2004, 2003 and 2002, respectively. At January 1, 2005, there were 311,760 shares available for
future awards.

NOTE 8--FOUNDERS’ STOCK REDEMPTION AGREEMENTS

During 1998, the Company entered into agreements with its founding shareholders for the future repurchase of 4.5 million
shares of the Company’s outstanding stock. The agreements were terminated on November 12, 2004. Atthat time, 3.4
million shares remained subject to repurchase. Prior to the November 12, 2004, the agreements required stock
repurchases following the later of the death of each founder and his spouse. The price the Company would have paid the
founders’ estates for these shares reflected a 10 percent discount from the average closing price for the ninety trading
days preceding the later death of the founder and his spouse, aithough the discounted price would not have been less
than $10 per share (a total of $45.4 million) or more than $25 per share (a total of $113.5 million). The cost of the .
repurchase agreements was to be funded by $160.0 million of proceeds from life insurance policies the Company
purchased on the lives of certain of these individuals. Insurance was purchased at the $160.0 million level in order to
cover both the maximum aggregate purchase price and anticipated borrowing costs. Life insurance premiums total $4.3
million each year while all the policies remain in effect. In 2004, the Company's investment results on its insurance
portfolio exceeded the underlying policy costs by $0.5 million. This income was classified as a component of generai and
administrative expenses. In 2003 and 2002, policy costs exceeded investment results by $0.6 and $1.4 mnlhon
respectively.

The Company purchased 1.12 million shares at $10 per share or $11.2 miilion under the terms of the agreement in
January 2002. This founder was not insured; therefore, as anticipated at the time the agreement was entered into, the
Company funded this obligation with cash and short-term investments.
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in Juty 2003, the Company adopted SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of
both Liabilities and Equity. This Statement establishes standards for classifying and measuring as liabilities certain
financial instruments that embody obligations of the issuer and have characteristics of both liabilities and equity.
Statement 150 generally requires liability classification for classes of financial instruments that represent, or are indexed
to, an obligation to buy back the issuer’s shares. Many of the financial instruments within the scope of Statement 150
were previously classified by the issuer as equity or temporary equity. This Statement required the Company to account
for its temporary shareholders’ investment related to the Founders’ Shares Redemption program as a long-term liability
for the duration of the agreements. Because the underlying shares in the program were the Company’s common stock,
they remained as a component of the calculation of basic and diluted earnings per share. in addition, future changes in
the valuation of the liability, as well as dividend payments on the program shares were classified as interest expense.

At January 3, 2004, the remaining shares subject to the agreements were classified on the balance sheet as a long-term
liability. The valuation of $34.9 million was determined by multiplying the applicable shares by $10.19 which represents

the average closing price of the Company's common stock, after applying the 10 percent discount, for the ninety trading

days preceding that date.

As previously noted, on November 12, 2004, the remaining Founders and the Company mutually agreed to terminate the
Founders’ Shares Redemption Agreements in their entirety. Upon termination, the Company recorded a credit to interest
expense of $9.0 million, which reversed the accumulation of the liability to increase the value of the agreements that has
occurred since the adoption of SFAS No. 150 on July 1, 2003. Upon reversal of these charges, the remaining $34.2
million representing the fair value of the redemption agreements at July 1, 2003, was reclassified to shareholder’s
investment. Dividend payments previously classified as interest expense were paid and thus settled while the repurchase
agreements were accounted for as a liability and therefore not reversed to income. Dividend payments on program
shares were $0.3 and $0.2 miltion for 2004 and the third and fourth quarter of 2003, respectively.

NOTE 9—ACQUISITIONS AND DIVESTITURES

During the second quarter of 2004, the Company acquired Moniga Gremmo S.r.l., an industrial and ink formulation
software developer located in Milan, itaiy for $0.7 million in cash. Under the terms of the agreement, the Company
obtained all operating assets, software code, intellectual property and customer relationships. This acquisition will give.
the Company access to new markets and customers in Western Europe and provide additional software capabilities. The
acquired products will be integrated with existing X-Rite products within the next twelve months.

The purchase price was allocated to net tangible assets ($0.08 million), intangible assets ($0.4 million) and goodwill ($30.3
million). The acquired intangible assets, customer relationships, trademarks and trade names, technology and patents
and covenants not to compete will be amortized over a period of three to five years with a weighted average life of 4.5
years. Recorded goodwill will be deducted for tax purposes over a fifteen-year period.

On June 30, 2004, the Company sold the primary assets of its Coherix subsidiary for $0.8 million. Under the terms of the
agreement, the purchaser received all operating assets and intellectual property of the Company. The purchaser made
an initial payment of $0.1 million with the remaining balance secured by a non-interest bearing note due in instaliments
over a six-year period. The Company will record gains on the sale as payments are received on the note. As a result,
the Company has recorded a deferred gain on the balance sheet of approximately $0.5 million, representing the
discounted value of the note.

In March 2003, the Company acquired the ColoRx ® spectrophotometer product line and related assets of Thermo
Electron Corporation for $0.5 million. The Company has assumed service and suppart obligations for the current installed
base of ColoRx as part of the transaction. In an event related to this transaction, the Company entered into a five-year
agreement with Benjamin Moore & Co. to be the preferred provider of color management solutions to Benjamin Moore
authorized dealers. Prior to the acquisition, Thermo Electron was the preferred provider of color measurement equipment
to Benjamin Moare & Co.

in April 2003, the. Company acquired the ccDot meter product line of Centurfax Ltd. for $1.5 miflion, including all
intellectual property and related software for the products. Centurfax Ltd. is a London based company that develops and
distributes products serving the pre-press and printing industries. The acquired products consist of quality control
instruments that ensure accurate measurement of film, offset litho plates, and digital proofing solutions.
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The purchase price was allocated to intangible assets ($0.5 million) and goodwill ($1.0 million). Tangible assets acquired
were nominal. The acquired intangible assets trademarks and trade names, technology and patents and covenants not
to compete will be amortized over a period of five years. Recorded goodwill will be deducted for tax purposes over a
fifteen-year period.

On July 1, 2003, the Company acquired the assets of Monaco Systems Incorporated of Andover, Massachusetts, a
leading developer of color management software to the graphic arts and photographic markets valued at $11.0 million.
The Company expects that this acquisition will enhance its position and product offerings in the color management
software markets. The purchase price included a cash payment of $7.0 million and X-Rite common stock valued at $2.5
million at the date of the acquisition. In addition, the seller is also eligible for contingent payouts of $0.75 million in cash
and $0.75 million of X-Rite common stock. These payouts are contingent upon the seller’s continued employment with
the Company to certain future dates and will be recarded as additional goodwill if paid. Total acquisition related costs of
$0.5 million were incurred as a result of this transaction and have been included in the determination of purchase price.
The cash portion of the transaction was funded from the Company’s operating funds and short-term investments.

Tangible and intangible assets acquired in the purchase include the entire Monaco line of color management products, all
operating assets, tfrademarks and trade names, technology and patents, covenants not to compete, customer relationship
intangibles and goodwill.

In January of 2005, the Company issued 62,799 shares of common stock in as part of the contingent payouts related to
the acquisition. At the date of issue, the stock had a market value of $14.96 per share ar $0.9 million.

The results of Monaco Systems’ operations have been included in the consohdated financial statements smce the date of
acquisition.

The following represents the allocation of the purchase pnce to the acquired assets and assumed habnhtles as of July 1,
2003. Recorded goodwill will be deducted for tax purposes over fifteen years. (in thousands) , .

Net tangible assets acquired $ 718
Intangible Assets )
Customer relationships 2,087
Trademarks and trade names ' 875
Technology and patents 483
Covenants not to compete 311
Goodwill 5,532
Total $10.006
Acquired intangible assets will be amortized over the following periods:
Customer relationships 15 years
Trademarks and trade names 15 years
Technology and patents 5 years
Covenants not to compete 5 years

Weighted average amortization period 12.5 years
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X-RITE, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 9—ACQUISITIONS AND DIVESTITURES - continued
The following unaudited pro forma consolidated results of operations for the years ended January 3, 2004 and December

28, 2002, respectively, assumes the acquisition of Monaco Systems occurred as of the beginning of the period (in
thousands, except share and per share data).

2003 2002

Net sales $119,926 $102,314
Net income (loss) 5,919 (1,711)
Earnings per share:

Basic $0.29 $(0.08)

Diluted $0.29 $(0.08)
Weighted Average Shares Qutstanding

Basic - 20,517,082 20,463,981

Diluted 20,740,199 20,463,981

The pro forma resuits above include certain adjustments to give effect to amortization of intangibie assets and certain
other adjustments and related income tax effects. The pro forma results are not necessarily indicative of the operating
results that would have occurred, had the acquisitions been completed as of the beginning of the period presented, nar
are they necessarily indicative of future operating results.

NOTE 10—CONTINGENCIES, COMMITMENTS AND GUARANTEES

The Company is invoived in legal proceedings, legal actions, and claims arising in the normal course of business,
including proceedings related to product, labor, and other matters. Such matters are subject to many uncertainties, and
outcomes are not predictable with assurance. The Company records amounts for losses that are deemed probable and
subject to reasonable estimate. The Company does not believe that the ultimate resolution of these matters will have a
material adverse effect on its financial statements. Pursuant to a standby letter of credit agreement, the Company has
provided a financial guarantee to a third party on behalf of its subsidiary, located in England. The term of the letter of
credit is one year, with an automatic renewal provision at the grantors discretion. The face amount of the agreement is
130,000 British pounds sterling or approximately $0.3 million at January 1, 2005,

The Company’s product warranty reserves and operating lease commitments are not significant.
NOTE 11—SHAREHOLDER PROTECTION RIGHTS AGREEMENT

In November of 2001, the Company's Board of Directors adopted a Shareholder Protection Rights Plan ("Plan"), which
was implemented in the first quarter of 2002. The Plan is designed to protect shareholders against unsolicited attempts
to acquire control of the Company in a manner that does not offer a fair price to all shareholders.

Under the Plan, one purchase right automatically trades with each share of the Company's common stock. Each Right
entitles a shareholder to purchase 1/100 of a share of junior participating preferred stock at a price of $30.00, if any
person or group attempts certain hostile takeover tactics toward the Company. Under certain hostile circumstances, each
Right may entitle the holder to purchase the Company’s common stock at one-half its market value or to purchase the
securities of any acquiring entity at one-half their market value. Rights are subject to redemption by the Company at
$.005 per Right and, unless earlier redeemed, will expire in the first quarter of 2012. Rights beneficially owned by holders
of 15 percent or more of the Company's common stock, or their transferees and affiliates, automatically become void.
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ITEM 8 FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Selected quarterly financial data for the two years ended January 1, 2005 is summarized as follows:

{000’s except per share data)

Diluted
Net Earnings
Gross Operating Income {Loss)
QUARTER Sales Profit Income (Loss) Per Share
(2)
2004:
First Quarter $ 28,528 $18,157 $ 1,706 | $(3.767) $(.18)
Second Quarter 31,826 21,004 4,804 {680) {.03)
Third Quarter 27,137 17,651 1,383 1,543 .07
Fourth Quarter 38.750 24,436 7,925 15,328 _73
$126.241 | $81.338 $15.818 | $12.424 $.59
2003:
First Quarter $ 23,625 $15,221 $1,560 $1,012 $.05
Second Quarter 28,197 17,646 2,563 1,961 10
Third Quarter 26,818 16,767 637 301 .01
Fourth Quarter 38,504 25,100 3,969 2,207 11
$117.144 $74.734 $8,729 $5,481 $.27
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE - None

ITEM 9A. CONTROLS AND PROCEDURES
(i) CONTROLS AND PROCEDURES

The Company's Chief Executive Officer and Chief Financial Officer have concluded, based on their evaluation as of the
end of the period covered by this report on Form 10-K, that the Company's disclosure controls and procedures (as
defined in the Securities Exchange Act of 1934 Rules 13a-15(e) and 15d-15(e)) are effective to ensure that information
required to be disclosed in the reports that the Company files or submits under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission's rules and forms.

(i) INTERNAL CONTROLS OVER FINANCIAL REPORTING

(a) Management’s Report on Internal Control over Financial Reporting
Management's Report on Internal Control over Financial Reporting is set forth on page 26 of this report on Form 10-K.

{b) Attestation Report of the Registered Public Accounting Firm.
The attestation report of Ernst — Young LLP, the Company’s independent registered public accounting firm, on
management's assessment of the effectiveness of the Company’s internal control over financial reporting and the
effectiveness of the Company's internal control over financial reporting is set forth on page 27 of this report on Form 10-K.
Changes in Internal Control over Financial Reporting
There was no change in the Company's internal control over financial reporting during the Company’s fourth fiscal quarter
ended January 1, 2005 that has materially affected, or is reasonably likely to materially affect, the Company’s internal

control over financial reporting.

ITEM 9B. OTHER INFORMATION - None
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PART It
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
(a) Directors

Information relating to directors appearing under the caption "Election of Directors” in the definitive Proxy Statement for
the 2005 Annual Meeting of Shareholders is incorporated by reference.

(b) Officers

Information relating to executive officers is included in this report in the last section of Part | under the caption "Executive
Officers of the Registrant.”

(c) Compliance with Section 16(a)

Information concerning compliance with Section 16(a) of the Securities Exchange Act of 1934 appearing under the
caption "Compliance with Reporting Requirements" in the definitive Proxy Statement for the 2005 Annual meeting of
Shareholders and is incorporated herein by reference.

(d) Code of Ethics

The Company has adopted a code of ethics that applies to its senior executive team, including its Chief Executive Officer,
Chief Financial Officer, and Chief Accounting Officer. The code of ethics is posted on the Company's website at
www.xrite.com. The Company intends to satisfy the requirements under item 10 of Form 8-K regarding disclosure of
amendments to, or waivers from, provisions of its code of ethics that apply to the Chief Executive Officer, Chief Financial
Officer or Chief Accounting Officer by posting such information on the Company's website. Copies of the code of ethics
will be provided free of charge upon written request directed to Investor Relations at corporate headquarters.

ITEM 11. EXECUTIVE COMPENSATION

The information contained under the caption "Executive Compensation" contained in the definitive Proxy Statement for
the 2005 Annual Meeting of Shareholders is incorparated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information contained under the captions "Securities Ownership of Management” and “Securities Ownership of
Certain Beneficial Owners and Equity Compensation Plan Summary” contained in the definitive Proxy Statement for the
2005 Annual Meeting of Shareholders is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information contained under the caption "Certain Relationships and Related Transactions" contained in the definitive

Proxy Statement for the 2005 Annual Meeting of Shareholders and filed with the Commission is incorporated by
reference.
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PART IV
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information contained under the caption "Our Relationship with Our Independent Auditors” contained in the
definitive proxy statement for the 2005 Annual Meeting of Shareholders is incorporated herein by reference.

[TEM 15. EXHIBITS AND FINANCIAL STATEMENTS SCHEDULES
(a)1 The following financial statements, all of which are set forth in Item 8, are filed as a part of this report:

Report of the Independent Registered Public Accounting Firm on Internal Controf Over Financial Reporting
Report of the Independent Registered Public Accounting Firm

Consolidated Balance Sheets

Cansolidated Statements of Operations

Consolidated Statements of Permanent Shareholders Investment

Consolidated Statements of Cash Flows

Notes to Consolidated Financial Statements

(a)2 The following financial statements schedule is filed as a part of this report beginning on page 53:
Schedule Il Valuation and Qualifying Accounts

(b) See Exhibit Index located on page 54.

{c) All other schedules required by Form 10-K Annual Report have been omitted because they were
inapplicable, included in the notes to the consolidated financial statements, or otherwise not required
under the instructions contained in Regulation S-X.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

X-RITE, INCORPORATED

March 15, 2005 /s! Michael C. Ferrara

Michael C. Ferrara Chief Executive Officer (principal executive officer)

March 15, 2005 fs/ Mary E. Chowning

Mary E. Chowning, Vice President and Chief Financial Officer (principal financial and
accounting officer)

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been signed below on this 17th
day of March, 2005, by the following persons on behalf of the Registrant and in the capacities indicated.

Each director of the Registrant whose signhature appears below, hereby appoints Michael C. Ferrara and Mary E.
Chowning, and each of them individually as his attorney-in-fact to sign in his name and on his behalf as a Director of the
Registrant, and to file with the Commission any and all amendments to this report on Form 10-K to the same extent and
with the same effect as if done personally.

/s/ Peter M. Banks . /s/ Stanley W. Cheff

Dr. Peter M. Banks, Director Stanley W. Cheff, Director

/s! Michael C. Ferrara /sl L. Peter Frieder

Michael C. Ferrara, Director L. Peter Frieder, Director

/st James A. Knister /s/ Paui R. Sylvester

James A. Knister, Director Paul R. Sylvester, Director

/sf John E. Utley /s/ Ronald A. Vandenberg

John E. Utley, Director Ronald A. VandenBerg, Director

{s/ Mark D. Weishaar

Mark D. Weishaar, Director
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Valuation and Qualifying Accounts
X-Rite, incorporated
(in thousands)

Year ended January 1, 2005
Allowance for losses on accounts receivable
Year ended January 3, 2004

Allowance for losses on accounts receivable
Restructuring reserve

Year ended December 28, 2002

Aliowance for losses on accounts receivable
Restructuring reserve

Balance at
Beginning
of Period

$1,627

1,207
173

1,237
515

53

Charged to
Costs and

Expenses

$163

606

281

Additions
from
Costs and

Expenses

$220

286
173

311
342

Deducted
Balance
at end

of Period

$1,470

1,527

1,207
173




3(a)

3(b)

3(c)

3(d)

3(H)

4a)

4(b)

EXHIBIT INDEX

Restated Articles of lncorpbration (filed as exhibit to Form S-18 dated April 10, .1 986 (Registration No. 33-3954C)
and incorporated herein by reference)

Certificate of Amendment to Restated Articles of Incorporation adding Article IX (filed as exhibit to Form 10-Q for
the quarter ended June 30, 1987 (Commission File No. 0-14800) and incorporated herein by reference)

Certificate of Amendment to Restated Articles of Incorporation amending Article 1l {filed as exhibit to Form 10-K
for the year ended December 31, 1995 (Commission File No. 0-14800) and incorporated herein by reference)

Certificate of Amendment to Restated Articles of Incorporation amending Article IV as filed with the Michigan
Department of Consumer & Industry Services (filed as exhibit to Form 10-K for the year ended January 2, 1999
(Commission File No. 0-14800) and incorporated herein by reference)

Amended and Restated Bylaws of X-Rite, Incorporated, as amended and restated February 10, 2004,

X-Rite, Incorporated common stock certificate specimen (filed as exhibit to Form 10-Q for the quarter ended June
30, 1986 (Commission File No. 0-14800) and incorporated herein by reference)

Shareholder Protection Rights Agreement, dated as of March 29, 2002, including as Exhibit A the form of Rights
Certificate and of Election to Exercise, and as Exhibit B the form of Certificate of Adoption of Resolution
Designating and Prescribing Rights, Preferences and Limitations of Junior Participating Preferred Stock of the
Company (filed as exhibit to Form 10K for the year ended December 29, 2001 (Commission File No. 0-14800)
and incorporated herein by reference)

The following material contracts identified with ™" preceding the exhibit number are agreements or compensation plans
with or relating to executive officers, directors or related parties.

*10(1)

*10(2)

*10(3)

*10(4)

*10(5)

*10(6)

*10(7)

*10(8)

*10(9)

X-Rite, Incorporated Amended and Restated Outside Director Stock Option Plan, effective as of September 17,
1996 (filed as exhibit to Form 10-Q for the quarter ended September 30, 1996 (Commission File No. 0-14800)
and incorporated herein by reference)

X-Rite, Incorporated Cash Bonus Conversion Plan (fited as Appendix A to the definitive proxy statement dated
April 8, 1996 relating to the Company's 1996 annual meeting (Commission File No. 0-14800) and incorporated
herein by reference)

Form of Indemnity Contract entered into between the registrant and members of the board of directors {(filed as
exhibit to Form 10-Q for the quarter ended June 30, 1996 (Commission File No. 0-14800) and incorporated
herein by reference)

Chairman’s agreement dated July 16, 1999 between the registrant and Ted Thompson (filed as exhibit to Form
10-Q for the quarter ended July 3, 1999 (Commission File No. 0-14800) and incorporated herein by reference)

Employment arrangement effective upon a change in control entered into between the registrant and certain
persons together with a list of such persons (filed as exhibit to Form 10-K for the year ended January 1, 2000
{Commission File No. 0-14800) and incorporated herein by reference)

Deferred compensation trust agreement dated November 23, 1999 between the registrant and Richard E. Cook.
(filed as exhibit to Form 10-K for the year ended January 1, 2000 (Commission File No.0-14800) and
incorporated herein by reference)

Operating Agreement for XR Ventures, LLC dated September 14, 2000, by and between XR Ventures, LLC the
registrant, Dr. Peter M. Banks and Mr. James A. Knister. (filed as exhibit to Form 10-Q for the quarter ended
September 30, 2000 (Commission File No. 0-14800) and incorporated herein by reference)

First Amendment to the X-Rite, Incorporated Amended and Restated Cash Bonus Conversion Plan dated May
24, 2001 (filed as exhibit to Form 10-Q for the quarter ended September 29, 2001 (Commission File No.
0-14800) and incorporated herein by reference)

First Amendment to the Chairman’s Agreement dated September 13, 2001 entered into between the registrant
and Ted Thompson (filed as exhibit to Form 10-Q for the quarter ended September 29, 2001 (Commission File
No. 0-14800) and incorporated herein by reference)

*10(10) Form of Indemnity Agreement entered into between the registrant and members of its board of directors and

officers together with a list of such persons (filed as exhibit to Form 10-Q for the quarter ended September 28,
2002 (Commission File No. 0-14800) and incorporated herein by reference)
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*10(11) Form of Indemnity Agreement entered into between the registrant and Paul R. Sylvester (filed as exhibit to Form
10-Q for the quarter ended September 28, 2002 (Commission File No. 0-14800) and incorporated herein by
reference)

*10(12) Form of Indemnity Agreement entered into between the registrant and Mark D. Weishaar (filed as exhibit to Form
10-Q for the quarter ended September 28, 2002 (Commission File No. 0-14800) and incorporated herein by
reference)

*10(13) X-Rite, Incorporated Amended and Restated Outside Director Stock Option Plan, effective as of January 26,
2003 (filed as Appendix A to the definitive proxy statement dated April 11, 2003 relating to the Company's 2003
annual meeting (Commission File No. 0-14800) and incorporated herein by reference)

*10(14) X-Rite, Incorporated Amended and Restated Employee Stock Option Plan, effective as of January 26, 2003 (filed
as Appendix A to the definitive proxy statement dated April 11, 2003 relating to the Company's 2003 annual
meeting (Commission File No. 0-14800) and incorporated herein by reference)

*10(15) Employment Agreement entered into between the registrant and Michael C. Ferrara effective as of September
30, 2003, (filed as exhibit to Form 10-Q for the quarter ended September 27, 2003 (Commission File No.
0-14800) and incorporated herein by reference)

*10(16) Second Amendment to the Operating Agreement entered into between the registrant and XR Ventures, LLC,
effective December 12, 2003, (filed as exhibit to Form 10-K for the year ended January 3, 2004 (Commission Fite
No. 0-14800) and incorporated herein by reference)

*10(17) X-Rite Incorporated Amended and Restated Employee Stock Purchase Plan effective as of February 10, 2004
(filed as Appendix A to the definitive proxy statement dated Apri} 7, 2004 relating to the Company’s 2004 annual
meeting (Commission File No. 0-14800) and incorporated herein by reference.)

*10(18) First Amendment to the X-Rite, Incorporated Amended and Restated Outside Director Stock Option Plan,
effective as of January 26, 2003 (filed as exhibit to Form 10-Q for the quarter ending July 3, 2004 (Commission
File No. 0-14800) and incorporated herein by reference)

*10(19) Third Amendment to the Operating Agreement entered into between the registrant and XR Ventures, LLC,
effective December 12, 2003, (filed as exhibit to Form 10-Q for the quarter end April 3, 2004, (Commission File
No. 0-14800) and incorporated herein by reference)

*10(20) Lease Amendment entered into between the registrant and Eagle Development Company, effective April 30,
2004, (filed as exhibit to Form 10-Q for the quarter ending April 3, 2004 (Commission File No. 0-14800) and
incorporated herein by reference)

*10(21) Form of Indemnity Agreement entered into between the registrant and L. Peter Frieder.

*10(22) Form of Stock Option Agreement from the 2003 Amended and Restated Outside Director Stock Option Plan.
*10(23) Form of Stock Option Agreement from the 2003 Amended -and Restated Employee Stock Option Plan.
10(24) Schedule of Executive Officer Compensation.

*10(25) Form of X-Rite, incorporated Second Restricted Stock Plan Agreement.

10(26) Arrangement for directors' fees (description incorporated by reference from the information under the caption
"Compensation of Directors” of X-Rite's Proxy Statement for the Annual Meeting of Shareholders to be held on
May 3, 2005). .

14 X-Rite, Incorporated Code of Ethics for Senior Executive Team, (filed as exhibit to Form 10-K for the year ended
January 3, 2004 (Commission File No. 0-14800) and incorporated herein by reference)

21 Subsidiaries of the registrant .
23(a) Consent of independent auditors, Emst & Young LLP, for the year ending January 1, 2005.

31.1 Certification of the Chief Executive Officer and President of X-Rite, Incorporated pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350).

31.2 Certification of the Chief Financial Officer and Vice President of Finance of X-Rite, Incorporated pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350).

321 Certification Pursuant To 18 U.S.C. Section 1350 as Adopted Pursuant To Section 906 of The Sarbanes -Oxley Act
of 2002
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EXHIBIT 21
X-RITE, INCORPORATED
LIST OF CONSOLIDATED SUBSIDIARIES
1. X-Rite International, Inc.
2. X-Rite Holdings, Incorporated
3. X-Rite GmbH
4. X-Rite Asia Pacific Limited
5. X-Rite Ltd.
6. X-Rite MA, Incorporated
7. OTP, Incorporated _
8. Labsphere, Inc.
9. X-Rite Méditerranée SARL
10. X-Rite Global, incorporated.
11. XR Ventures, LLC
12. X-Rite Europe, B.V.
13. X-Rite, (Shanghai) International Trading Co. Ltd.
14. Monaco Acquisition Company
15. X-Rite, KK
16. X-Rite, Italy Srl.
17. X-Rite, X-Rite Asia Pacific PTE

18. Labsphere Ltd.
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EXHIBIT 23 (a)
CONSENT of INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statement (Form S-8 No. 33-29288, 33-29290, 33-82258
33-82260, 33-111263, 33-111264,and 33-17066) of our reports dated March 9, 2005 with respect to the consolidated
financial statements and schedule of X-Rite, Incorporated and subsidiaries, X-Rite, Incorporated and subsidiaries
management’s assessment of the effectiveness of internal control over financial reporting, and the effectiveness of
internal contral over financial reporting of X-Rite, Incorporated and subsidiaries, included in this Form 10-K for the year
ended January 1, 2005.

Ernst & Young
Grand Rapids, Michigan
March 15, 2005
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Exhibit 31.1

CERTIFICATIONS PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Michael C. Ferrara, Chief Executive Officer of X-Rite, Incorporated, certify that:
1. | have reviewed this report on Form 10-K of X-Rite, Incorporated;

2, Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report; :

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4 The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Ruies 13a-15(e) and 15d-15(e)) and internal controi over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

b) Designed such internal control over financial reporting, or caused such intemal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

) evaluated the effectiveness of the registrant's disclosure controls and procedures, and presented in this report our
conclusions about the effectiveness of the disclosures controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an Annual Report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of intemal control
over financial reporting, to the registrant's auditors and the audit committee of registrant's board of directors :

a) all significant deficiencies and material weaknesses in the design or operation of internal controls over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report
financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: March 15, 2005

/s/ Michael C. Ferrara

Michael C. Ferrara
Chief Executive Officer and
President
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Exhibit 31.2

CERTIFICATIONS PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Mary E. Chowning, Chief Financial Officer of X-Rite, Incorporated, certify that:
1. 1 have reviewed this report on Form 10-K of X-Rite, Incorporated;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4, The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e} and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures, and presented in this report our
conclusions about the effectiveness of the disclosures controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an Annual Report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of intemal control
over financial reporting, to the registrant's auditors and the audit committee of registrant's board of directors :

a) all significant deficiencies and material weaknesses in the design or operation of intemal controls over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report
financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: March 15, 2005

{s/ Mary E. Chowning

Mary E. Chowning ‘
Chief Financial Officer and Vice
President of Finance
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Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 AS ADOPTED PURSUANT TO
SECTION 806 OF THE SARBANES-OXLEY ACT OF 2002

in connection with the Annual Report of X-Rite, Incorporated, (the "Company”) on Form 10-K for the period ending
January 1,2005, as filed with the Securities and Exchange Commission on the date hereof (the "Report”), the undersigned
Chief Executive Officer and Chief Financial Officer of the Company hereby certify, pursuant to 18 U.S.C. 1350, as adopted
pursuant to 906 of the Sarbanes-Oxley Act of 2002 that based on their knowledge (1) the Report fully complies with the
requirements of Section 13(a) or 15 (d) of the Securities Exchange Act of 1934, and (2) the information contained in the
Report fairly represents, in all material respects, the financial condition and resuits of operations of the Company as of and for
the periods covered in the Report.

/s/ Michael C. Ferrara /sl Mary E. Chowning

Michael C. Ferrara Mary E. Chowning
Chief Executive Officer and Chief Financial Officer and
President Vice President of Finance

March 15, 2005

A signed original of this written statement required by Section 908, or other document authenticating,
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this written
statement required by Section 806, has been provided to X-Rite, Incorporated, and will be retained by X-Rite, Incorporated,
and furnished to the Securities and Exchange Commission or its staff upon request.

The foregoing certification is being furnished to the Securities and Exchange Commission as an exhibit to the
Form 10-K and shall not be considered filed as part of the Form 10-K.
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Corporate
Headquarters

3100 44th Street S.W.
Grandville, M1 48418
616-534-7663

Annual Meeting

The Annual Meeting of the
Shareholders will be held
at 9:00 a.m., on Tuesday,
May 3, 2005, at Western
Michigan University, Grand
Rapids, MI.

Investor Relations

Information regarding
earnings, press releases,
financial information,
governance, SEC Edgar
filings and other investor data
is available on the Company’s
website: www.xrite.com

Questions can be
addressed to:

Mary E. Chowning
Chief Financial Officer
X-Rite, Incorporated
3100 44th Street S.W.
Grandville, M| 48418
616-257-2777
mchowning@xrite.com

Independent
Auditors

Ernst & Young, LLP
Grand Rapids, Ml

Legal Counsel

McDermott, Will & Emery
Chicago, IL

Transfer Agent

EquiServe Trust Company, N.A.
Boston, MA

For change of name, address,
or to replace lost certificates,
write to:

EquiServe
P.O. Box 43010
Providence, Ri 02940-3011

Shareholder Inquiries:
1-800-426-5523

Board of Directors

John E. Utley

Chairman of the Board
Formerly Acting

Deputy President

Lucas Varity Automotive, plc
Buffalo, NY

Peter M. Banks, Ph.D.
President

Institute for the Future
Menlo Park, CA

Stanley W. Cheff

Retired, formerly Chairman
Wolverine Building Group
Grand Rapids, Mi

Michael C. Ferrara
Chief Executive Officer
X-Rite, Incorporated
Grand Rapids, Mi

L. Peter Frieder
President and

Chief Executive Officer
Gentex Corporation
Carbondale, PA

James A. Knister

Retired, formerly Group
Managing Director — Ventures
Donnelly Corporation
Holland, Ml

Paul R. Sylvester
President and

Chief Executive Officer
Manatron, Inc.
Kalamazoo, Ml

Ronald A. VandenBerg
Business Consultant
Formerly Senior Vice
President

Donnelly Corporation
Holland, M|

Mark D. Weishaar
President and

Chief Executive Officer
Sturgis Molded Products
Sturgis, Ml

Corporate Officers

Michael C. Ferrara
Chief Executive Officer

Joan Mariani Andrew
Vice President-Global Sales

Bernard J. Berg
Senior Vice President
Chief Technology Officer

Mary E. Chowning
Vice President-Finance
Chief Financial Officer
Corporate Secretary
Treasurer

Jeffrey L. Smolinski
Vice President-Operations

James M. Weaver
Vice President-Product
Development & Marketing

All product and service names are trademarks or registered trademarks of their respective owners. Trademarks may be registered in one or more jurisdictions.




> X-Rite is the world leader in
end-to-end color solutions

The Company provides innovative hardware, software and services that are
vital for customers to get color right the first time, every time. X-Rite is global,
with 18 offices throughout Europe, Asia, and the Americas, serving customers in
over 88 countries. The Company’s primary markets are Graphic Arts, Industrial,

and Retail Home Décor.
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